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PREFACE

Higher education systems in Europe are characterised by substantial financial support to students,
thus helping to secure access to this level of education for as many of them as possible. Out of 11
million European students, 30% receive grant support, while 12% obtain loans. In European
Union countries on average, the amount spent annually by the State in this area accounts for
almost a fifth of g]! public expenditure on higher education.

Since the 1960s, the principle of equal access has been fundamental to the introduction of
these various forms of financial support. The aim has been to ensure that insufficient financial
resources do not prevent students with only modest incomes, who wish to undergo higher education,
from doing so. Public-sector financial support has thus helped to make this level of education generally
more accessible, enabling young people from poorer social backgrounds to embark on and pursue
courses of study. As the third millennium approaches, and the demand for skills and qualifications
increases, this trend is almost certain to grow stronger, and the various kinds of future financial
support, as well as the budgets allocated to them, are likely to make a far from insignificant
contribution to the continued effort to ensure that higher education becomes ever more widely
available.

This issue is currently the subject of extensive discussion in all the Member States, in particular at a
time when financial austerity is a watchword. In the European Union and EFTA/EEA countries, it has
thus become vital that reliable and readily comparable information should be available on the subject.
For this reason, the European Commission entrusted the EURYDICE network, assisted by national
experts in the field, with the task of carrying out a comparative study to help improve understanding of
not only the nature and forms of financial support awarded to students in higher education, but also
the trends and major reforms characterising this area in the last 30 years.

As the European Union moves towards adoption of a new education programme, Socrates |l, the
present study provides information of major importance for strengthening European Community
cooperation in this field. It also paves the way for the debate and discussion that will be required, at
both European and national levels, on the future management of higher education systems.

M@‘.
/

DAvID O'SULLIVAN

Director General
DG XXII - Education, Training and Youth
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FOREWORD

The present volume dealing with financial support to students in higher education launches a new
series called Key Topics in Education among the comparative studies carried out by EURYDICE.
This series develops and extends, in particular, the scope of the report ‘Key Data on Education in the
European Union’. It will be recalled that this latter volume published regularly since 1994 offers a
highly diversified range of indicators regarding the different levels of education. The purpose of the
Key Topics series is to provide an in-depth analysis of specific issues considered to be of major
interest for political decision-makers and educational cooperation at European level.

On the basis of a European Commission proposal, the Socrates Committee adopted the financing of
education as the first such topic. More specifically, the analysis of financial support to students in
higher education has been selected for the publication of this initial volume. A second volume, in the
course of preparation, is devoted to methods of awarding and managing resources allocated to
schools. Its publication is planned for the end of 1999.

The originality and special interest of this new Key Topics in Education series lie as much in the
different dimensions covered by the analysis as in the methodology employed.

As regards content, the comparative analysis contains both a descriptive part and a contextual part.
The descriptive part reviews in detail the various aspects and major parameters that facilitate
understanding of the current situation in the area under consideration. Special emphasis is attached to
differences and similarities in the operational methods of the countries concerned. The contextual part
then covers the way systems have developed over three decades. It describes the reforms
implemented in the various countries, drawing attention both to the factors that have inspired them and
to the underlying aims of reform. In addition, this part has been informatively supplemented by a
chapter on the main national debates on the issue in order to fuel discussion of it at European level. In
the present study, the focus is on the components of systems of support to students, and on the
development of the basic features comprising the different models at issue.

From the methodological standpoint, the realisation of such an undertaking has been made
possible thanks not only to the reports on each country drafted by the National Units in the EURYDICE
Network for the descriptive part, but also to the collaboration of national experts specialised in the
field. Appointed by the members of the Socrates Committee, the latter have contributed to the
preparation of that part of the study dealing with the contextual analysis of how systems have evolved.
The national contributions were drafted by the National Units and experts on the basis of detailed
questionnaires devised at the European Unit. Regular meetings with them provided an opportunity to
take stock of progress, and to test the approaches adopted for the comparative analysis. The same
persons also undertook re-reading of the draft analyses, correcting them where necessary and putting
forward proposals for their improvement with a view to ensuring that the study would be as valuable
and reliable as possible. The interaction and close collaboration between the different partners both at
national level and with the EURYDICE European Unit greatly facilitated the realisation of this complex
analysis dealing with a sensitive subject. The names of. all those involved in the preparation of the
study are listed at the end of the volume.

All macro-economic indicators given in the volume, mainly in the general introduction, were selected
and prepared in close cooperation with Eurostat which was responsible for gathering and checking the
data derived from the UOE (Unesco/OECD/Eurostat) questionnaires completed by the Member States
of the European Union and the EFTA/EEA countries.

The EURYDICE European Unit is fully responsible for drafting the entire comparative analysis, the
preparation of the diagrams and the layout of thé: publication.
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FOREWORD

The present volume consists of three major parts.

First, its general introduction gives an account of all the definitions required to understand the scope
of the analysis. Accordingly, the kinds of higher education in each country and the population group
concerned are clearly specified in an initial section in which the different forms of public financial
support awarded to students are also defined and classified. In a second section, contextual elements
related to the funding of higher education institutions and admission to higher education are indicated.
Finally, the third section of the General Introduction comprises macro-economic indicators regarded as
sufficiently reliable and helpful for the purpose of clarifying the analysis. They are based on the most
recent data currently available, which relate to 1995/96.

The descriptive part contains seven chapters devoted to the comparative analysis of all forms of
support selected for consideration. All this descriptive information is concerned with the 1997/98
academic year. Furthermore, reforms subsequent to this reference date are referred to and explained
in the commentary.

The contextual part contains three chapters devoted, respectively, to changes in systems of financial
support to students, to the factors that have inspired these changes and to the various debates
focused on all related issues in the last ten years. At the end of this section is a set of tables giving a
chronological summary of the reforms implemented, together with information on the context in which
they occurred and the aims which were pursued in each individual country. These national summaries
provide readers with an overview of the entire course of reform in a particular country, which may be
considered aside from any comparative appraisal.

To make it easier to locate precise topics or items of information, and enable the study to be read
selectively, each chapter focuses on a very specific subject, and may thus be read independently of
the others. Wherever appropriate, a given parameter is cross-referenced to a particular chapter
dealing with a related aspect. Furthermore, in order to heighten understanding of the systems of
support as a whole, the descriptive part begins and concludes (Chapter 7) with a summary covering all
aspects examined.

In the interests of clarity, numerical data in the statistical indicators, as well as the explanatory notes
on methods of calculation, are placed directly under the diagrams. As only country codes are used in
the tables and diagrams, a glossary of abbreviations, codes and conventions, along with the definition
of the statistical tools adopted, have been incorporated at the beginning of the study.

Vi



GLOSSARY

ABBREVIATIONS

COUNTRY CODES
EU European Union
B Belgium
B fr Belgium — French Community
B nl Belgium — Flemish Community
B de Belgium — German-speaking Community
DK Denmark
D Germany
EL Greece
E Spain
F France
IRL Ireland
| ltaly
L Luxembourg
NL Netherlands
A Austria
P Portugal
FIN Finland
S Sweden
UK United Kingdom
E/W England and Wales
NI Northern Ireland
SC Scotland
EFTA/EEA European Free Trade Association/European Economic Area
IS Iceland -
LI Liechtenstein
NO Norway
CEECs Central and east(ern) European countries

ABBREVIATIONS RELATIVE TO STATISTICAL INDICATORS

* Estimate

2 Average

() N/A Not available

-) Not applicable

EU-x ‘European value' calculated on x Member States (for example: EU-14).
GDP Gross domestic product

ISCED International Standard Classification for Education
NUTS Nomenclature of territorial units for statistics
PPP/ECU Purchasing Power Parity (based on value of ECU)
ESA European system of accounts

UOE Unesco/OECD/Eurostat

ERIC
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GLOSSARY

ISO CODES FOR NATIONAL CURRENCIES

ISO code Official name

ECU (1) European currency unit
ATS Austrian schilling

BEF Belgian franc

CHF Swiss franc (also legal tender in Liechtenstein)
DEM German mark

DKK Danish cronn (krone)
ESP Spanish peseta

FIM Finnish markka

FRF French franc

GBP Pound sterling

GRD Greek drachma

IEP Irish pound (punt)

ISK Icelandic crown

ITL Italian lira

LUF Luxembourg franc

NLG ) Dutch guilder

NOK Norwegian crown (krone)
PTE Portuguese escudo

SEK Swedish crown (krona)

(1) Despite the ISO standard, which recommends XEU.

Source: European Communities, Interinstitutional style guide — Vade-mecum for editors. 1997 edition
Oftice for Official Publications of the European Communities, Brussels ¢ Luxembourg, 1998, 163 p.

OTHER ABBREVIATIONS
AEI Anotato Ekpaideftiko Idryma (Greece)
AGCD Administration générale de la coopération au développement (French Community of Belgium)
AIE Aide Individuelle Exceptionnelle (France)
ALF Allocation de logement familial (France)
ALS Allocation de logement social (France)
AMK Ammattikorkeakoulu (Finland)
APL Aide personnalisée aux logements (France)
BAfoG Bundesausbildungsforderungsgesetz (Germany)
CEEPUS Central European Exchange Programme for University Studies
CESE Cursos de Estudos Superiores Especializados (Portugal)
CGRI Commissariat général aux relations internationales (French Community of Belgium)
CROUS Centre régional des ceuvres universitaires et scolaires (France)
DAAD Deutscher Akademischer Austauschdienst (Germany)
DEA Diplome d'études approfondies (France)
DEUG Dipldme d'études universitaires générales (France)
ECStA European Council for Student Affairs
ELB Education and Library Boards (Northern Ireland)
HBO Hoger Beroepsonderwifs (Netherlands)
IAP Internationale Akademie fir Philosophie (Liechtenstein)
KVU Korte vidergaende uddannelser (Denmark)
LA Local Authority (Ireland)
LEA Local Education Authority (United Kingdom)
Mvu Mellemiange vidergaende uddannelser (Denmark)
NARIC Network of National Academic Recognition Information Centres
NORDPLUS Nordic Programme for the Mobility of University Students and Teachers
NUFFIC Netherlands Organisation for International Cooperation in Higher Education
RME Revenu Minimum d'Etudiant (France)
SAAS Students Awards Agency for Scotland (United Kingdom)
SNCB Société nationale des chemins de fer belges (Belgium)
TEI Technologiko Ekpaideftiko Idryma (Greece)
VEC Vocational Education Committee (Ireland)
Q wo Wetenschappelijk onderwifs (Netherlands)
E MC Fo
.o VIl
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DEFINITION
OF STATISTICAL TOOLS

THE UOE DATA COLLECTION

The UOE (Unesco/OECD/Eurostat) data collection is an instrument through which these three organisations
jointly collect internationally comparable data on key aspects of education systems on an annual basis using
administrative sources. Data collected cover enrolments, new entrants, graduates, educational personnel,
education institutions and educational expenditures. The specific breakdowns include level of education, sex, age,
type of programme (general/vocational), mode (full-time/part-time), type of institution (public-private), field of study
and country of citizenship. In addition, to meet the information needs of the European Commission, Eurostat
collects enrolment data by region and on foreign language learning.

THE PuBLIC FUNDS CONCERNED

Only public funds are taken into account here. No distinction is made between authorities in the education sector
and other public authorities. Consequently, not only education ministry expenditure is included, but also
expenditure on education by other ministries or authorities.

FINANCIAL SUPPORT FOR STUDENTS

In accordance with the definition in the UOE questionnaire, this is understood as covering grants and other
assistance, on the one hand, and student loans on the other.

The first category theoretically includes grants in the strict sense, grants in the wider sense (endowments, prizes
etc.), the value of any special assistance provided for students in cash or in kind (such as free travel or reduced
prices on public transport) as well as family allowances and tax allowances for students who are dependent
children (in Belgium, Germany, Greece, Spain, France, Italy, Luxembourg, Austria, Portugal and Liechtenstein).
However, those countries (except Belgium) that provide family allowances have not included them in the data
appearing here. Tax advantages are not included under the Member States that provide them (Belgium,
Germany, Greece, Spain, France, Italy, Luxembourg, Austria, Portugal and Liechtenstein).

The second category comprises loans, of which the gross amount is considered here, (i.e. without deducting
repayments made by borrowers from previous years).

THE INTERNATIONAL STANDARD CLASSIFICATION FOR EDUCATION (ISCED)

In order to facilitate comparison between countries, the different levels of national education have been allocated
the various ISCED categories as follows: :
ISCED 0: pre-primary education

ISCED 1: primary education

ISCED 2: lower secondary education

ISCED 3: upper secondary education

ISCED 5, 6, 7: higher education.

Due to discrepancies in the allocation of data to the three ISCED levels comprising higher education, data in this
report refer to the three levels combined. The three levels are:

ISCED 5: higher education programmes generally leading to an award not equivalent to a university first degree
but admission to which requires at least the completion of upper secondary education.

ISCED 6: higher education programmes leading to a first degree or equivalent.

ISCED 7: higher education programmes leading to a postgraduate degree or equivalent.

Beginning with data gathered for the 1997/98 academic year, a new classification is used. The categories 0, 1, 2
and 3 remain unchanged. A category 4 has been created, and corresponds to post-secondary education outside
higher education. Category 5 covers university and non-university courses in higher education leading to a first
qualification. Admission to them requires as a minimum the satisfactory completion of upper secondary education,
or equivalent courses offered in post-secondary education. Category 6 covers courses in higher education leading
to an advanced research qualification. Category 7 is abolished.

EUROSTAT DEMOGRAPHIC DATABASE

The national demographic data are collected by Eurostat from responses to an annual questionnaire sent to the
national statistical institutes of the Member States of the European Union and EFTA/EEA countries. The annual
national population estimates are based either on the most recent census or on data extracted from the population
register. Data at regional level are collected by Eurostat for the Member States of the European Union only.

IX 14



DEFINITION OF STATISTICAL TOOLS

PURCHASING POWER PARITIES (PPP)

Financial data converted at market exchange rates do not give a true comparison of the actual volumes of goods
and services to which they correspond. Exchange rates undergo variations not necessarily related, in the short
term, to those of basic macroeconomic aggregates (growth in GDP, inflation rates, the balance of capital, etc.).
Furthermore, price levels may vary from one country to another in a manner not entirely compensated for by
exchange rates.

To allow for these differences, Eurostat calculates purchasing power parities, which are alternative exchange
rates ensuring that the sums converted have the same purchasing power.

The basis for these purchasing power parities is data on prices of a list of products which are representative in the
countries participating and strictly comparable between countries. The PPP/ECU values given in this document
are national currency values converted by means of purchasing power parities so as to be expressed in terms of
a common reference criterion which, by eliminating different currency units and price levels, enables a
comparison of data from one country to the next. These values are not, therefore, expressed in an existing
currency unit, but as an imaginary unit very close to the ECU (or the euro since 1January 1999). For
convenience, the acronym PPP/ECU has been adopted to represent this unit. It is thus neither the ECU (euro) of
financial markets, nor the purchasing power standard. The latter is used in some publications, and corresponds to
a technically similar, yet different method of calculation.

THE ‘EUROPEAN VALUE' AND THE 'EUROPEAN AVERAGE’

The ‘European value’, generally represented in the graphs by a block at the left-hand side (EU + number of
countries for which data are available) is the value of the ratio obtained if all the countries of the European Union
for which data are available formed a single unit. In the case of the ratio of ‘student support/GDP’, for example, it
is calculated by expressing in a common currency (purchasing power parities) the values obtained in each
country for the amount of support to students in higher education, on the one hand, and for the GDP, on the other.
The amounts of student support in all the countries are then added up, as are their GDPs. The ‘European value’ is
obtained by dividing the first total by the second as was done in the case of the individual countries.

The ‘European value’ weights the data with respect to the size of countries to give a good idea of the situation in
the Union as a single entity. It is used when the main unit of observation being analysed is the social player
(individual, group, institution or association) with whose scale the statistical measurement is directly concerned.

However, when considering higher education institutions, or even students, this weighting with respect to the size
of countries no longer appears relevant, since it is the policy of each of the countries vis-a-vis each of its
institutions or each of its students which is compared. It is not necessary to weight data when policies are
compared. The ‘European average’ is therefore used when the intention is to emphasise the fact that countries all
correspond to autonomous decision-taking political entities and, as a result, assume equal importance for
comparative purposes.

The ‘average’ referred to is the unweighted arithmetical average (i.e. the same weight is given to each country,
whatever its area or population) of the values obtained for all the countries for which data are available.

For example, in the ‘European value’ of the financial support for each student, the emphasis is on students, all of
whom are considered equivalent throughout the European Union. It relates to the average support received by
any student in the EU. By contrast, the ‘European average’ focuses on the Member States, each of which is
accorded identical significance. It defines the political decision that corresponds to the average of decisions in the
Member States. :

WEIGHTINGS USED TO CONVERT TO ‘CALENDAR YEAR’ DATA THOSE COLLECTED ON
THE BASIS OF AN ACADEMIC YEAR

The following weightings have been used to obtain attendance figures for 1996,
bearing in mind that academic years do not match calendar years:
WEIGHTING GIVEN WEIGHTING GIVEN COUNTRIES FE::V:lCH
TO THE NUMBER OF STUDENTS TO THE NUMBER OF STUDENTS THE WEIG o
IN THE 1995/96 ACADEMIC YEAR IN THE 1996/97 ACADEMIC YEAR HAS BEEN US
— 1o : B, DK, D, EL, E, IRL, L, NL, A, FIN and LI
! 0 S and UK
0 1 F. 1, P, IS and NO
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SECTION 1
DEFINITION OF THE SCOPE OF THE STUDY

This thematic study presents a comparative analysis of the systems of public financial support
available to higher education students in the Member States of the European Union and the
EFTA/EEA countries (Iceland, Liechtenstein and Norway). The first part of the General Introduction
defines the scope of the study, describing the higher education institutions in the various countries, the
organisation of the areas of study included in the analysis, the broad characterlstlcs of the student
population and the types of financial support considered.

A. HIGHER EDUCATION

A.1. HIGHER EDUCATION INSTITUTIONS

In defining what is meant by higher education, reference is usually made to the former International
Standard Classification for Education (ISCED) categories 5, 6 and 7 (see the definition of statistical
tools). This classification, used in the compilation of internationally comparable statistics, includes
institutions that can be of very different kinds.

In one group of countries, these ISCED categories clearly embrace two kinds of institutions —
university and non-university. The non-university institutions are the Korte vidergaende uddannelser
and the KVU-/MVU-institutioner in Denmark, technological institutes in Greece, the institutions
providing formacién profesional de grado superior, as well as advanced level art courses (ensenanzas
artisticas de grado superior) and various specialised courses' in Spain, the grandes écoles,
specialised colleges and institutions providing short higher education courses in France, the Institutes
of Technology in Ireland, the Istituti Superiori per le Industrie Artistiche, the Accademia di Belle Arti
and the /stituti Superiori di Educazione Fisica in lItaly, the HBO in the Netherlands, the
Fachhochschulen and Akademien in Austria, the Institutos Politécnicos in Portugal, the
Ammattikorkeakoulu (AMK) institutions in Finland, and the Sérkél/ar in Iceland. This division between
university and non-university institutions does not necessarily reflect the level of education.
Qualifications awarded by non-university institutions in France (the grandes écoles), Ireland (in certain
limited cases), Austria (the Fachhochschulen) and Portugal generally enable holders to proceed to
doctoral studies.

In another group of countries, the higher education institutions form a single block in that the
universities and non-university institutions can offer the same qualifications. This is the situation, in
particular, in Sweden, the United Kingdom and Norway.

Finally, in a third group of countries, the ISCED higher education categories include both the higher
education institutions (universities and colleges) and other institutions which, according to the
country’s own classification, are not part of ‘higher education’. Examples of these are the adult
education institutes (écoles de promotion sociale) in Belgium and, amongst others, the
Berufsakademien, Fachakademien and Schulen des Gesundheitswesens in Germany and the
vocational colleges in Finland. In these countries, all the institutions in the three ISCED categories
come under what is termed ‘tertiary education’.

' Advanced military training, interior design, civil aviation, etc.
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GENERAL INTRODUCTION

This volume on financial support covers in the descriptive part, and more particularly in the chapter on
grants and loans, all higher education institutions included under the ISCED categories 5, 6 and 7 in
many countries. In some, however, certain institutions have been left out. The table below (Figure 1)
sets out the different institutions in each country and indicates which of them are covered in this study,

ie.

» all higher education institutions in Denmark, Greece, France, Ireland (with the exception of private
institutions), Luxembourg, the Netherlands, Austria, Portugal, Sweden, the United Kingdom,
Iceland, Liechtenstein and Norway;

o universities in Spain and Italy;

¢ universities and non-university higher education institutions in Belgium (excluding higher education
provided under ‘adult education’) and in Germany (excluding the Fachschulen, Berufsakademien,
Fachakademien and Schulen des Gesundheitswesens), as well as the universities and AMK
institutions in Finland.

S Fleune1 lNSTITUTIONS OF HIGHEH EDUCATION - L . ‘|
_' : ~|_COVEFIED N THIS STUDY 1997/98 . T e
— INSTITUTIONS COVERED INSTITUTIONS NOT COVERED
I IN THIS STUDY, IN THIS STUDY
{ ] EFTA/EEA [
B fr Hautes écoles Other institutions: courses under
Universities headings such as promotion sociale,
classes moyennes (which are mainly
‘adult education’)
B nl Hogescholen Other institutions
Universities
DK Universities and the KVU-/MVU-institutioner
D Universitaten, Universitaten-Gesamthochschulen, Technische Fachschulen, Berufsakademien,
Hochschulen, Technische Universitaten, Theologische Hochschulen, | Fachakademien, Schulen des
Padagogische Hochschulen Gesundheitswesens

Kunst- und Musikhochschulen, Fachhochschulen

EL Universities and TE|
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| Universities . Non-university sector

L Limited number of higher education institutions
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Luxembour and Llechtenstein: Most students study abroad. _ o
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lceland: A considerable number of students study abroad.
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LI Fachhochschule, Hochschulinstitute Forschungsinstitute
NO Universities and university colleges, state colleges and art colleges
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DEFINITION OF THE SCOPE OF THE STUDY

A.2. ORGANISATION OF COURSES OF STUDY

In most countries, financial support is allocated on a different basis depending on whether the student
is starting an undergraduate course (or equivalent), a higher qualification, advanced study or research.
it is therefore necessary to give an indication of the way courses of study are organised in the different
countries. As the diagrams in the 1997 edition of Key data on education in the European Union
illustrate ?, there are considerable differences between countries in students’ pathways from their first
year to the award of the highest qualification at doctoral level, more especially as regards the number
of qualifications involved and the typical duration of these studies.

Within general university courses in some countries, an initial qualification is awarded after a relatively
long period of study (a minimum of four years) and secures direct admission to doctoral courses. This
is the situation with the licence/licentiaat in Belgium °, the Ptychio in Greece, the Diploma di Laurea in
Italy, the doctorandus in the Netherlands, the Magister in Austria, and all qualifications in
Liechtenstein. In Germany, students awarded a qualification (Magisterpriifung, Diplomprifung,
Staatsprifung, Lizenziatenpriifung, Fakultatspriifung and Kirchliche Priifung) in which they achieve a
certain standard of academic performance, in a university or equivalent institution, may embark on a
doctorate. In Portugal, the Licenciatura or an equivalent course may be directly followed by a
doctorate. However, in most cases students complete a Mestrado (Master's degree) before embarking
on doctoral studies. In higher education at polytechnic institutions, a three-year course for the
Bacharelato has to be followed by additional studies, the one-and-a-half to two-year Curso de estudos
superiores especializados, before undertaking a doctoral course.

Within general university courses in another group of countries, a first degree is awarded after a
minimum of three years of study. The student then generally takes a second qualification before
starting doctoral studies. Admission to doctoral studies usually depends on taking two qualifications.
This is the situation in Denmark (3 + 2 years — bachelor and candidatus), Ireland (3 + 1 minimum —
Bachelor and Master) and Iceland (3/4 + 2 — Bachelor/Kandidatsprof and Master). France can also be
included in this category. Although the system there is very complex, general courses are based on
the 3 + 1 structure, with the licence followed by the maitrise *. In these countries, longer courses (in
medicine, architecture and engineering, etc.) do not have to be followed by an additional qualification
to secure admission to doctoral studies.

In yet other countries, there are a variety of arrangements that depend on the courses concerned. In
Spain, some general courses (Licenciatura, Ingenieria, Arquitectura) spread over a period of four, five
or six years may be directly followed by studies for a doctorate. Other shorter (three-year) courses lead
to an initial qualification (Diplomado, Ingeniero Técnico or Arquitecto Técnico) which, when
supplemented by an additional two-year qualification (Licenciado, Ingeniero or Arquitecto), may then be
followed by doctoral studies. University courses in Finland generally have a 3 + 2 structure, though with
some variation depending on the courses concerned. However, it should be noted that most students
prefer to by-pass the three-year intermediate qualification of kandidaatti, and study directly from the
outset for the five-year maisteri. In Norway, in most fields, doctoral studies are subsequent to courses
organised in 4 + 2 or 3% + 1% years whereas, in other subjects, a qualification awarded after five or
six years may be directly followed by a doctorate.

In Sweden, an initial qualification of Kandidat obtained after a three-year course may lead either to
doctoral courses, lasting four years, or study for the Licentiat lasting two. However, it is becoming
increasingly common for students to embark on a doctorate or Licentiat after obtaining the four-year
qualification of Magister. Finally, within the United Kingdom, the organisation of studies in Scotland is
different from elsewhere. In England, Wales and Northern Ireland, an initial qualification, a general or
honours degree, is usually awarded after three or four years’ study, and in the case of an honours

® For further information, see Figure F1 (p. 80) of the report, Key data on education in the European Union, 1997, European
Commission, Luxembourg, Office for Official Publications of the European Communities, 1998.
*Belgium: The candidature/kandidatuur is not included here, as it is an intermediate qualification marking the end of a stage
rather than a final qualification.

‘ France: The DEUG is not covered here. It is closer to the end of a stage than to a final qualification. Similarly, the DEA — in as
far as it is an intermediate qualification — is not considered as bem& essentially preparatory to the doctorate. The structure of

KC umversﬂy degrees is currently under discussion with a view to sump"i:frt’anon and moving towards European harmonisation.
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GENERAL INTRODUCTION

degree, may lead to studies for a doctorate. An honours degree may also lead to courses for a
Master's degree. By contrast, in Scotland, a general degree is normally awarded after three years, and
the honours degree leading to studies for a doctorate, after four.

Examination of how studies are organised in the different countries reveals the extent to which course
options vary once an initial qualification has been obtained. In some cases, students may embark
immediately on a doctorate while, in others, they have to acquire a second qualification before doing so.
Furthermore, in certain countries, doctorates are an integral part of study within higher education while,
in others, they are regarded as the first stage in a professional academic career. Such variations mean
that analysis of support to students who continue their studies after being awarded an initial qualification,
is extremely complex. For all these reasons, the present volume on financial support covers studies
leading to a first qualification. However, a few details regarding the extension of support for study for a
second qualification, or a doctorate, are to be found in the individual chapters.

FIGURE 2. MAIN PATTERNS OF ORGANISATION OF GENERAL UNIVERSITY COURSES LEADING TO A
DOCTORATE, 1997/98
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Luxembourg: A limited range of courses is available, and only the first year of university courses, and some higher :
training courses. ‘

B. THE STUDENT POPULATION

In all of the countries, everyone normally registered in an officially recognised higher education
institution is regarded as a student. Beyond this, there is no official definition of the status of a higher
education student.

This does not, however, mean that the characteristics of the student population are the same in all the
systems. In practice, even though students do not have a specific status, there are differences
between countries depending on whether they regard over-18-year-olds in the population as
financially independent of their families or, conversely, as dependants. The system of support
available to students is influenced by whichever of these principles applies.

Moreover, higher education participation rates vary from country to country, as does the age structure
o of the student population involved.

ERIC
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DEFINITION OF THE SCOPE OF THE STUDY

B.1. PARTICIPATION RATES

The indicator given in Figure 3 shows the proportion, in relation to the total population of each country,
of students in higher education, giving values for both full-time and part-time students. Most countries

distinguish between these two categories.

It is important to note that the statistical indicator is calculated on the basis of data including all
students under ISCED categories 5, 6 and 7 and that, in some countries, these categories include
tertiary sector institutions outside higher education which are not covered in this study (see A.1).

From the figure, it is clear that there are variations between European countries. In Spain, Finland and
Norway, the participation rates are greater than 4%, whereas in Germany, Austria, Sweden and
Iceland, they are less than 3%. Several countries have a significant proportion of part-time students:
Ireland, the Netherlands, Sweden, the United Kingdom and Norway. As a general rule (the exceptions
being Sweden and Norway), financial support is allocated only to full-time students, which explains
why the present survey is concerned essentially with the latter.

Data only include students following courses in their own country, which accounts for the very low
proportions in Luxembourg and Liechtenstein, most of whose students study abroad. Similarly, the
significant proportion of Icelandic students who do so has an effect on participation rates in Iceland.

FIGURE 3: HIGHER EDUCATION PARTICIPATION RATES RELATIVE TO TOTAL POPULATION,
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Germany and Austria: The concept of -ti i i in hi
! : part-time student is non-existent in higher education. The par-time i
shown in the figure correspond to students registered in the tertiary sector outside higher education. P Proportions
Eran:te. Italy a.nd Pprtugal: The concept of part-time student in higher education is non-existent.
techtenstein: National data: 1.29%. Sources: Rechenschaftsbericht 95 and Internationale Hochschulvereinbarungen 94.

EXPLANATORY NOTE

The figures for students in higher education are for ISCED levels 8, 6 and 7 at the time the data were gathered.

The percentages are obtained by dividing the number of j in hi 7 [
the total popeiation of ooy counin, g students registered in higher (tertiary) education by .
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GENERAL INTRODUCTION

B.2. AGE STRUCTURE OF THE FULL-TIME STUDENT POPULATION

In a survey of financial support for students, the question of their age is crucial. The needs of 20-year-
olds differ from those of 30-year-olds, so it is of interest to consider variations between countries with a
majority of relatively very young students and those in which students are generally older. Moreover,
the award of student support is usually subject to certain age conditions. Figure 4 makes it possible to
identify the age band accounting for the majority of students in each country. It shows the age level
corresponding to the 15th, median and 85th percentile of the student age distribution. The 15th and
85th percentiles have been chosen to cover 70% of the student population.

| EIGURE 4: AGE STRUCTURE OF THE FULL-TIME STUDENT POPU.LA'_I'ION,

.1995/96
¥ - - Age e RPN e e, T AR
N 33
& .
H 31
K 29 Ol 10 Olo
% O Y
- 27 5) a®; a9
d 25 2 O Ol e
g =z e O U O - ®
; 2 o[ *] e el [eTele
3 19
- 0 o9 |® B 0
% EU-14 B lok|olee{e|Flw]| i [ o]m]aler]rn]s|uw
| [ _Percentioss () | 28 23 [30 | 20 | 23 | 27 [ 25 | 22 | () | 24 | 25 | 30 | 29 | 30 | 30 | 27
{|[ Porcentle 50 © | 22 20 [ 25 | 26 | 19 [ 21 | 21 [ 19| () | 21 [ 21 | 25 [ 22 [ 25 | 23 | 20
“|||_Percentie 15__ @ | 19 18 [21 [21 [ 18 [19 [18 [ 18 [ () |20 |19 [20 [ 19 | 20 |20 | 18 | .
{_ Source: Eurostat, UOE. Cee L. LT e

Italy: Age-based data are not available.

EXPLANATORY NOTE

The indicator shows the age of full-time students corresponding to the age distribution at the 15th, median and
85th percentiles. It also indicates the age-range accounting for 70% of these students (those between the 15th

and 85th percentiles).
In general, on the basis of Figure 4, the countries fall into four categories as follows:

Category A.
~ Category B.
| Category C.

Category D.

Those in which the student population is relatively young, with its age distribution
concentrated in the 18-23-year-old group. This applies to Belgium, Greece, Ireland and
Luxembourg which only provides for a single year of university education.

Those in which the age distribution mainly covers the 19-25 or 19-27 age-ranges, with a
majority of relatively young students (corresponding to a median age of less than 22).
The countries concerned are Spain, France, the Netherlands and the United Kingdom.

Those in which the distribution is more widely stretched mainly between the ages of 19 or
20 and 29 or 30, but where students are still relatively young (with the median age less
than 23). These countries are Portugal, Sweden, Iceland and Norway.

Those in which the distribution is at its broadest, essentially concentrated between the
ages of 20 and 30, and in which students are much older (with the median age over 25).
This applies to Denmark, Germany, Austria and Finland.

These variations in age distribution help to explain why, as will be discussed in due course, the issue
of student financial independence is more significant in some countries than in others.
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DEFINITION OF THE SCOPE OF THE STUDY

B.3. PARTICIPATION RATES WITH RESPECT TO THE REPRESENTATIVE AGE-RANGE IN
EACH COUNTRY

The participation rate expressed as a percentage of the total population, in the way shown in Figure 3,
provides an initial level of information. However, demographic variations in age-ranges not involved in
higher education may influence the comparison. It thus helps to provide this information with reference
to the participation rates for a given age-range. Selecting exactly the same age-range for all countries
raises serious problems, for in countries where the student age distribution is very widely spread, its
upper limit excludes part of the student population from the calculation whereas, in other countries, all
students are included thereby distorting the comparison. Furthermore, in countries in which the age
distribution is concentrated within a range of four to five years, it is pointless to calculate a participation
rate for a much broader age-range. For these reasons, the indicator in Figure 5 shows full-time
student participation rates for an age-range which, in each country, covers 70% of the population.
More specifically, the limits of this age-range correspond to the 15th and 85th percentiles, and thus
vary from one country to the next to take into account as far as possible the characteristics of the
student population in each.

Figure 5 thus focuses on the proportion of students within the total population of the most
representative age-range in each country. Colour is used as a reminder of the categories in Figure 4,
and enables the participation rates of those with similar distributions to be compared.

In the first group of countries (Category A), participation rates are higher in Belgium and Greece than
in Ireland.

In the second group (Category B), participation rates are higher in Spain, France and the Netherlands
than in the United Kingdom.

In the third group (Category C), participation rates are virtually identical.

In the fourth group (Category D), participation rates are high in Finland, average in Denmark and
relatively lower in Germany and Austria.

FIGURE 5: PARTICIPATION RATES FOR FULL-TIME STUDENTS
*IN THE REPRESENTATIVE AGE-RANGE FOR EACH COUNTRY, 1995/96
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GENERAL INTRODUCTION

B.4. RELATION BETWEEN PARTICIPATION RATES AND THE NUMBER OF YEARS
COVERED BY THE REPRESENTATIVE AGE-RANGE FOR EACH COUNTRY

Figure 6 provides confirmation of what is already suggested in Figure 5: the greater the number of
years covered by the representative age-range for a country, the lower the national participation rate.
When reading the present study, the different trends in each country should be borne in mind, together
with the scale of the contrast between countries, such as Belgium and Greece, in which higher
education institutions enrol a considerable proportion (around 30%) of young people within a narrow
age-range, and other countries, such as Germany or Austria, which enrol a smaller proportion (some
15%) of young people within an age-range twice as broad.

These data on participation rates and age distribution should not be confused with considerations
relating to the duration of studies. A broad age-range does not necessarily mean that students study
for a long period. However, this does happen to be the case in several countries in which the duration
of studies is problematic, so that they seek to limit the time taken by students to complete their
courses, as will be explained in Part ll, chapter 2.

FIGURE 6 RELATIONSHIP BETWEEN PARTICIPATION RATEs FOR FULL-TIME STUDENTS IN THE
REPRESENTATIVE 'AGE-RANGE FOR EACH COUNTRY " AND THE NUMBER OF YEARS
COVERED BY THAT AGE RANGE 1995/96
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Source: Eurostat, UOE and population statistics.

Italy: Age-based data are not available.
Luxembourg: Most students study abroad.
Liechtenstein: Most students study abroad. National data between ages 17 and 28: 6.6%.

EXPLANATORY NOTE

The percentages determined in relation to the x-axis are obtained by dividing the number of full-time students
in the age-range identified for each country in Figure 4 (between the 15th and the 85th percentiles) by the total
number of young people in the same age-range.

The ages determined in relation to the y-axis correspond to the number of years covered by the same age-
range.
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DEFINITION OF THE SCOPE OF THE STUDY

C. TYPES OF STUDENT FINANCIAL SUPPORT

In the present discussion, only public-sector support for students is examined. This includes all forms
of assistance provided by the authorities to students in higher education, or to those responsible for
their maintenance, to offset wholly or partly the costs of study at this level.

Four main types of public-sector financial support are discussed: assistance in cash or in kind, specific
or non-specific assistance, assistance to the family or to the individual student, and direct or indirect
assistance. These are not mutually exclusive.

Support may be in cash or in kind. Assistance in cash involves a transfer of money or exemption for
students, or those responsible for them, from some monetary payment; assistance in kind involves the
provision of goods or services. Receipt of a grant or permission to pay a reduced registration and/or
tuition fee are two examples of cash benefits. The provision of free accommodation or transport, for
example, is assistance in kind.

A distinction is also made between specific and non-specific assistance.

Specific assistance is directly and necessarily linked with the consumption of goods or services — for
example, meals sold at less than the market price, subsidised accommodation or reduced fares on
public transport. The award of non-specific assistance is unconnected with its particular use — for
instance, the money received by a student by way of a grant can be used for any purpose.

Finally, a distinction is made between assistance to students individually and to their families.
Individual assistance is assistance from which the student benefits personally, in terms of either
receipt of a sum of money (cash benefit) or the acquisition of goods or services free of charge or
below the market price (benefit in kind). Assistance to families is assistance to a third party (usually
the student’s parents) insofar as the student is regarded as a dependant. This is primarily in the form
of family or tax allowances.

An additional distinction, that between direct and indirect assistance, appears frequently in the
literature but there does not appear to be a consensus as to its definition. In most cases, the
distinction refers, at least implicitly, to the policy intentions of those who introduced it. In this vein, a
grant, for example, is generally regarded as a direct form of support because its first aim is to
encourage students to continue their education. Family allowances, on the other hand, may be
regarded as an indirect form of support because they are not aimed at students for that purpose and
encouragement for them to continue their education is a secondary effect.

In so far as these terms are used to define different types of assistance in different countries,
confusion frequently arises. In the interest of clarity, no reference will be made to this distinction here.

These distinctions reveal the extent to which financial support for students can take on different facets.
In this study, cash grants to individual students, assistance to the family in the form of cash, and
specific assistance will be presented in that order.

The study also deals with support provided to home students studying in their own country, that
provided to home students studying abroad and that to foreign students. Each of these forms of
support is defined below.

C.1. CASH GRANTS TO INDIVIDUAL STUDENTS

Reductions in, or exemption from, registration and/or tuition fees

‘Registration fees’ are understood as any payments made by students to a higher education institution
to cover charges related to their registration and sometimes to certification or student insurance.
‘Tuition fees’ are understood as any payments made by students to a higher education institution to
cover a share of teaching costs. :

In countries in which no fee is payable on registration, free admission may be considered a form of
support in itself. In countries in which fees of this kjnd are charged, financial support in relation to their
payment may consist in a reduction in the amount t6 Be paid or total exemption.

2



GENERAL INTRODUCTION

An indication of payments made by students to other bodies (for example, the students’ union) can
also be found in Part |, chapter 1 on registration and/or tuition fees, although they are not subject to
exemptions.

Student grants

‘Student grants’ are understood as any payment made to a student in cash that is not normally
refundable, the specific purpose of which is to facilitate the pursuit of higher education by the student.
Grants are not specific and can therefore be used by students as they wish. They are dealt with in
Part |, chapter 2. Allowances provided to meet specific needs — accommodation allowances, for
instance — are dealt with in Part |, chapter 4 on specific assistance.

Student loans

‘Student loans’ are distinct from student grants in so far as they are repayable. They are examined in
Part |, chapter 2.

C.2. ASSISTANCE TO THE FAMILY IN THE FORM OF CASH

This relates to assistance to families with dependent student children and not to students who
themselves have dependent children. In contrast to grants and loans, these cash allowances are
usually available more particularly to families with younger children at primary or secondary school.
However, as will be discussed in Part |, chapter 3 devoted to this issue, certain countries do provide
for families of students in higher education to continue to be entitled to these allowances.

Family allowances

‘Family allowances’ are understood as any transfer of money from public funds to the person on whom
the student is dependent, the aim of which is to defray expenses arising from the student’s education.

Tax allowances for dependent children

‘Tax allowances for dependent children’ are understood as any provision in national tax law which
stipulates that taxpayers with one or more dependent student children should pay less tax than those
without, assuming all other parameters are the same.

C.3. SPECIFIC ASSISTANCE

‘Specific assistance’ is understood as any other social benefits available for particular services such
as accommodation, meals, travel and health care. It may consist of government subsidies to service
providers to enable them to give students preferential rates, or allowances received by students which
the latter must use to pay for services (as in the case of accommodation or meal vouchers). This
category of assistance is examined in Part |, chapter 4.

C.4. OTHER FORMS OF SUPPORT

Students going abroad

This includes assistance provided by countries for study abroad, including not only the portability of
grants and loans but also any specific assistance to enable students to study in another country. Such
assistance is the subject of Part I, chapter 5.

Foreign students

This includes assistance provided for foreign students, i.e. students who are not nationals of the
country in which they are studying. This definition covers both students who are resident in the country
following the immigration of their parents and also non-resident students. Assistance of this kind is
dealt with in Part |, chapter 6.
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SECTION 2
CONTEXTUAL ELEMENTS

A. FUNDING OF HIGHER EDUCATION INSTITUTIONS

In this volume on financial support for students in higher education, the amount of the public-sector
contribution to the funding of higher education is an element to be taken into account in so far as it
indirectly constitutes a form of assistance to students. The greater the extent to which the government
meets the cost of education, the smaller the costs to institutions and families.

The aim of this section is not to give detailed information on the funding of higher education institutions
but to sketch an outline of the funding models found in the European Union and EFTA/EEA countries.

Figure 7 presents the principal models for the funding of higher education. It shows clearly that there
are three groups of countries. In the first group, the institutions, whether public or private, are provided
and entirely funded by public-sector authorities. They receive no registration or tuition fees. This is the
case in Denmark, Greece, Luxembourg, Austria, Finland and Sweden. While, in Norway, the situation
is similar to that of the foregoing countries, some of its private institutions (in a minority in the system)
receive big state allowances and may charge negligible tuition fees. Others receive very little by way
of public subsidies and charge high tuition fees.

In the second group, all the institutions operate under the same conditions, on the one hand receiving
a grant from the government and, on the other, private funds, in particular in the form of registration or
tuition fees. This is the situation in the United Kingdom in which higher education institutions receive
substantial private funding, only part of which comes from tuition fees'. It is also the case in Belgium
and the Netherlands, where the fees are similar in both public-sector and private grant-aided
institutions.

The third group includes Germany, Spain, France, Ireland, Italy, Portugal, Iceland and Liechtenstein.
In France and in Iceland, public institutions charge relatively low registration fees. The private
institutions, on the other hand, charge tuition fees that are much higher, although they also receive
government grants. In Spain and Portugal, private institutions do not receive any public funds directly,
but they are indirectly funded by the government to a small extent in the form of grants paid to
students to meet the cost of their tuition fees. In Ireland, private institutions charge tuition fees at the
same rate as publicly-maintained ones but, in the case of the latter, fees due from students embarking
on courses for a first qualification are paid by the government. In ltaly, the autonomy of institutions in
financial matters has opened the way to a considerable increase in tuition fees in public institutions.
However, the student contribution to the budget of public universities cannot exceed 20% of the
funding allocated by the State. Private institutions in receipt of government funding receive less than
public institutions. They are free to fix fee levels with no maximum upper limit. In Liechtenstein, three
institutions offer higher education, with one of them entirely funded from private sources.

This survey of financial support for students covers, as far as possible, all higher education institutions
(with the exception of entirely private institutions), irrespective of their source of funding.

' Until 1998/99, the full tuition fees of most students were paid to the institution by the relevant authorities. From 1998/99,
contributions to these fees are being paid by students on a means-tested basis.
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GENERAL INTRODUCTION

FIGURE 7: PRINCIPAL MODELS OF FUNDING HIGHER EDUCATION,
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FIGURE 8: SOURCES OF FUNDING

CONTEXTUAL ELEMENTS

FOR HIGHER EDUCATION INSTITUTIONS, 1997/98

TYPE OF INSTITUTION

GOVERNMENT GRANT

RESEARCH-RELATED
FUNDS

|

EUROPEAN UNION

REGISTRATION AND
TUITION FEES

OTHER

Budget of the Communities

Research conventions

Registration, tuition

Continuing education

postgraduate
education

support

B fees courses
DK Government budget
D The Lander and federal The Lander budgets
government budgets Research conventions
EL Government budget
Public universities Government budget and Research contracts Registration, tuition | Subsidies, donations, work
the contribution of the fees commissioned by public or
Autonomous Communities private bodies, returns on
E their assets, financial activity.
Private universities Tuition fees Owners, academic services,
private sponsors, donations,
foundations, etc.
Public sector Government and local Research conventions | Registration fees Continuing education
authority (regional) courses,
F budgets Apprenticeship tax
Private sector Government budget Tuition fees Apprenticeship tax
Public institutions Government budget Research contracts Registration, tuition | Donations, private
IRL fees sponsors, foundations
Private institutions Tuition fees
Universities Government budget Research conventions | Registration, tuition | Continuing education,
| fees (up to 20% of vocational training, advanced
the public study courses
allocation)
L Government budget
NL Government budget Research conventions | Tuition fees
Universities, and Federal budget
colleges of art (the
Kunsthochschulen)
A Fachhochschulen Federal budget Private sponsors
University centre for Federal contribution Research programme | Tuition fees Returns on events and

academic services,
donations

Public institutions

Government budget

Public research funds

Registration and

Returns from events and

institutions only

tuition fees academic services;
p European funds.
Private institutions Public research funds | Registration and
tuition fees
Universities Government budget Government budget
FIN AMK institutions Government budget and
contribution of
municipalities
Universities Government budget Government budget:
S 40%
University colleges Government budget
All higher education Government budget Research Councils Tuition fees paid by | Grants from charities,
institutions through Funding Councils non-EU foreign, sponsored research,
UK and the Department of postgraduate consultancy, income from
Education Northern Ireland (exceptin SC) and residential and catering
(DENI) part-time students facilities and other income-
generating activities
EFTA/EEA |
s Public institutions Government budget Registration fees
Private institutions Government budget Tuition fees
Fachhochschule Government contribution Applied research and | Tuition fees Further education courses,
U Liechtenstein development donations, etc.
IAP Research (project Tuition fees Donations
funding)
Public institutions Government budget
NO | Private institutions Government budget Tuition fees in some

Source: Eurydice.

Spain and Portugal: Private institutions do not receive government funding directly, but are indirectly financed by the State
via the grants awarded to students for the payment of tuition fees.

France: The apprenticeship tax is a tax on wages, which is paid directly by firms to the higher education institution of their
choice.

United Kingdom: From 1998/99, all new full-time undergraduates are required to make a means-tested contribution to the
cost of tuition fees. The only exceptions are Scottish students on four-year courses in Scotland who will pay no fees in their
final year. and some Scottish part-time students on very low incomes whose fees are waived by the Scottish higher education
institutions concerned. Furthermore, tuition fees up to a certain maximum amount are paid by the SAAS for students
undertaking eligible postgraduate courses. Where the tuition fees charged are higher than the amount paid by the SAAS. the
student is responsible for the balance of the fees.
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GENERAL INTRODUCTION

B. ADMISSION TO HIGHER EDUCATION

From the budgetary point of view, trends in financial support for students are directly connected to
trends in the number of students. The greater the number of students, the greater the amount needed
to guarantee the same average level of support to them. It is therefore interesting to examine how
countries regulate this growth in the student population, and to compare the quality of the support
provided to students with the mechanisms for regulating their numbers. To do this, it is important to
know what systems have been introduced in the countries to limit the numbers of places available.

Admission to higher education can be subject to various types of conditions. All intending students are
usually required to hold at least a final certificate of upper secondary education, or an equivalent
qualification. There are, however, other specific requirements in addition to this general rule (for greater
detail, see Figure 9).

e It may be a numerus clausus set at national level. In such cases, the government limits the number
of places available. The numerus clausus may be laid down in relation to courses in certain
subjects or all courses.

¢ |Institutions may decide to limit the number of admissions in the light of the number of places they
have available either in some programmes or in all programmes. The funding of institutions can be
a determining factor: if institutions are funded to a large extent on the basis of the previous year’s
budget, and only to a small extent on the basis of student numbers, the number of places available
will change little from year to year. On the other hand, if institutions are funded largely on the basis
of student numbers in the current year, they can more easily accommodate greater numbers, within
of course the maxima laid down by the authorities.

¢ Moreover, regardless of the number of places available, institutions can decide to select students
on the basis of ability. This happens particularly in certain art, technical or medical courses.

o Finally, only the certificate awarded on satisfactory completion of upper secondary education, or an
equivalent qualification, may be required, with admission being totally free and institutions
accepting all applicants.

Selection procedures and limits on the numbers of places available do much to regulate the student
population. The political will to increase the population in higher education is matched by the need for
financial management of this increased population. The reasons for altering the number of places
available can of course also be related to labour market conditions, when too many - or too few —
young people are graduating in particular subjects relative to the jobs available.

In certain countries, places are limited on all courses, either at national level, as in Norway, or by the
institutions themselves, on the basis of their capacity (Ireland, Portugal, Sweden and the United
Kingdom); this can in turn be determined by national policy (for example, target numbers of graduates
in Finland, maximum and minimum numbers of graduates in Sweden and target numbers of students
in the United Kingdom).

In other countries, however, institutions have increasingly to recruit students without necessarily
receiving additional resources even when the numbers actually increase (for example, in Belgium and
Austria). In Belgium, where there is a very strong tradition of free access, any attempt to introduce an
entrance examination is resisted. In Austria, universities are legally obliged to admit all students who
register, although the Fachhochschulen are more selective.

Finally, in the majority of the other countries, admission to certain courses of study is regulated either
by the institutions in the light of their capacity (Denmark, Germany, Spain, the Netherlands and
Iceland), or by the government by means of a numerus clausus (France, Italy and the Netherlands). In
these countries, most courses — and more especially general courses in universities — have no special
entrance requirements.
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FIGURE 9: HIGHER EDUCATION

ENTRANCE REOUIREME_NTS, 1997/98

LIMITS ON THE NUMBER OF PLACES AT
NATIONAL/ REGIONAL LEVEL

LIMITS IMPOSED BY INSTITUTIONS IN THE LIGHT
OF THEIR CAPACITY

| SELECTION ON THE BASIS OF ABILITY

UNRESTRICTED
ADMISSION

| EuroseanUnion |

Civil engineering

Most courses

Bfr (selection: examination set by the
institution)
Some courses: Civil engineering, | Most courses
architecture and, since 1997,
B nl dentistry, medicine, nautical
science and some art
(setection: examination set by the
institution or the government)
Medicine and education Most courses (selection: by the institution; Journalism, photo-journalism, film
specific requirements in relation to prior studies, music.
DK knowledge and, if the number of applicants
exceeds the number of places, selection on the
basis of school results and previous relevant
work experience).
Generally no numerus clausus, but a | Almost all Fachhochschulen Art and sports courses (selection: Most university
supraregional selection procedure (selection: by the institution, generally on the test of ability) courses
for some disciplines (such as basis of the average mark in the Abitur, and the
medicine) based on an inter-state periqd spent waiting between the Abiturand the
D agreement between the Lander application) ) o
(selection: average mark in the Abitur, | In courses to which admission is limited at
the period spent waiting between the federal level, around 20% of the places may
Abitur and the application, and social be allocated by the universities themselves.
criteria) (selection: on the basis of ability, motivation or
specific conditions)
EL All courses
(selection: national examination)
All courses Some courses in art, translation or
E (selection: national examination) interpreting and physical
education (selection: test of ability in
addition to the national €xamination)
Medicine, paramedical subjects Applicable to some courses in certain Certain courses (IUT, CPGE, etc.) | General
F (selection: competitive examinations institutions (selection: priority to students (selection: by the institution, based university
organised by each institution) resident in the académie, with a numerus on school record and interviews) courses
clausus for the rest).
Medicine and education {places All courses (selection: by the institution, based on results in final upper secondary
IRL limited on the basis of course school leaving certificate)
capacity with an additional numerus
clausus for medicine and education)
Courses in medicine and surgery, Certain university courses Certain
dentistry, veterinary medicine, university
architecture. All university Dip/oma courses
1 (D.U.). All specialisation courses.
(number of places and selection criteria
determined by the government;
selection organised by the institution)
L Teacher training Other courses
Certain courses as decided by the Certain courses Certain courses
NL government each year (6 university | (selection: by the institution) (setection: study of two specific
courses and 26 non-university) subjects at secondary level -
national decision)
Certain courses Certain courses Most courses
A (Fachhochschulen-Studiengénge) (Kunsthochschulen)
(selection: test of ability)
All courses have a numerus clausus fixed
by each institution in accordance with its
capacity. Furthermore, institutions have to
specify a minimal intake for their different
P qualifications
(selection: national competitive examination for
candidates with satistactory school and exam
results; candidates' marks to be above a
minimum set by each institution)
Graduate quotas fixed by the All courses
FIN government for each discipline (selection: in the case of universities, on the basis of school results and/or an entrance
exam; in the case of AMK institutions, on the basis of school results, work experience,
an entrance exam or an aptitude test)
Graduate quotas fixed by the All courses (selection: by the institution; specific requirements in relation to prior
s government for each discipline knowledge and, if the number of applicants exceeds the number of places, selection on
the basis of school results, the results of a national university aptitude test, other tests,
vocational experience)
UK Target number set for each All courses
jnstitution (selection: by the institution)
| EFTA/EEA ]
All non-university courses (selection: by the Most university
institution on the basis of final upper secondary courses
school exam results, or an entrance €xam)
IS Some university courses
(selection: open competition, final results of
upper secondary schooling and/or work
experience)
u Some courses:
Fachhochschule Liechtenstein
Most courses (selection: school Some courses (generally
NO results, age, and work experience). university)

Number of places fixed by the
government

_ Source: Eurydice. ]




SECTION 3
PUBLIC RESOURCES DEVOTED
TO STUDENT SUPPORT

In quantitative terms, two approaches can be adopted to the question of financial support for students.
The first involves looking at it from the macroeconomic point of view, i.e. the total amounts spent by
the authorities, constructing statistical indicators which enable comparisons to be made between
countries in this respect. The second focuses on the individual forms of support themselves.

This section introduces some statistical indicators related to the first approach, to give a general idea
of the amounts involved, and obtain some initial information on the comparative analysis that they
provide.

At the outset, it is necessary to set the methodological framework guiding the UOE
(Unesco/OECD/Eurostat) collection of data used for the preparation of these graphs in cooperation
with Eurostat. According to the definitions, the amounts of financial support should theoretically
include family allowances (for those countries in which they are paid). Yet, they are not in fact
generally included in the figures, and nor are the tax savings resulting from tax allowances for
dependent children who are students. This has the result of skewing the comparison between those
countries that pay family allowances and grant tax allowances, and those that do not.

The definition of the amounts of student loans can also skew the comparison. For it is the gross
amounts that are indicated, i.e. the value of the loans granted by the authorities without subtracting
repayments made by those who had taken out loans in earlier years. The actual amount paid by the
public purse, and the impact of this investment in terms of the effective support given to students, do
not therefore permit a direct comparison to be made between grants and loans.

in all countries in which students pay tuition fees, support mechanisms to assist payment are available
to student grant-holders. Such assistance is included in the total amount of support whereas, in
countries where education is free, all students benefit from the free provision, without this expenditure
being included in the data. In general the amounts are small and have no bearing on the comparison,
except in the United Kingdom where, until 1998/99, the majority of students were not liable for
contributions towards their tuition fees, whose payment by the relevant authorities was very much akin
to a public subsidy.

Consequently, wherever it appears useful, a note reminds the reader of the limitations on such
comparisons.

A. SOURCES OF FUNDING AFTER TRANSFER

The administrative authorities that manage and award public-sector financial support directly to
students may themselves be funded by other public authorities which are sometimes at different
administrative levels. It is therefore necessary to distinguish between intermediate transfers of funds
and final transfers to the student beneficiary. The existence of intermediate transfers introduces a
distinction between the administrative level that awards the support (by making the final transfer to the
student) and the level that actually pays for it.

Figure 10 shows the final transfers for 1995, differentiating them according to the level of
administration that manages them. It does not therefore reveal anything about where the funds come
from, whether directly from central government or some other administrative level.

The emphasis is on the proportion of all resources distributed to students by these public authorities,
and not on the actual amounts.
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As Figure 10 illustrates, all countries have entrusted the greater part of their student financial support
management to a single level of administration. However, the level that awards most of the funds is
not the same in all countries. It is the central government in most cases (Belgium, Denmark, Greece,
Spain, France, Luxembourg, the Netherlands, Austria, Portugal, Finland, Sweden, Iceland,
Liechtenstein and Norway). In Germany and Italy, it is predominantly the regional level, corresponding
to the Lander and Regioni respectively. In Ireland and the United Kingdom, it is primarily the local
level; in Scotland, however, it is the central level.

The administrative level responsible for the final transfer of most of the funds manages over 90% of
the total student support budget in all countries except Denmark (where the proportion is 81%), Italy
(75%) and the United Kingdom (73%). In the latter case, the lower figure is attributable to the
breakdown of the data for England, Wales and Northern Ireland (each characterised by decentralised
arrangements for student support) and Scotland (where its management is centralised). In Belgium,
the federal government (at central level) funds family allowances, whereas the Communities (at
regional level) fund all other support to students. In Spain, the regional level share indicated
corresponds to the Autonomous Community of the Basque country.

It has also been found that the central level always retains a certain share of this responsibility (albeit
a very minor share in some countries, such as Ireland), even where it is not the principal manager of
the resources.

FIGURE 10: THE BREAKDOWN OF PUBLIC-SECTOR FINANCIAL SUPPORT FOR STUDENTS (ISCED 5, 6 AND 7), |

~ AMONG THE ADMINISTRATIVE AUTHORITIES FROM WHICH THEY DIRECTLY OBTAIN IT, 1995
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Source: Eurostat, UOE.

Belgium: 1994 data. including allowances to families with dependent students aged between 19 and 25.

Germany: The Lander are leqally constituted states exercising governmental authority. As such., responsibility for education
and culture is mainly their prerogative. In the present study, they are considered as being at regional level. .
France: Student accommodation allowances. the deficit in the student social security scheme (made up by the government),
and support to students provided by regional and local authorities are not included.

Iretand: Tax allowances were still granted in 1995, under certain conditions, to parents who gave their (student) children a .
subsistence benefit. This provision was abolished in 1996. The amounts corresponding to these family cash benefits are not .
included in the present data. Furthermore. family allowances are awarded to the parents of children in higher education, up
to the age of 18 inclusive. :

= e o Y T rerw T

EXPLANATORY NOTE '
T?e terms ‘regional’ and ‘local apply to authorities exercising their powers in certain geographical subdivisions
of a country.

All sources of public funds (other than international) have been classified according to whether they are central,
regional or local. There is no 'other government sources’ or ‘other public sources’ category. Authorities not '

usually classified as ‘central’, 'regional’ or ‘local’ have been assigned to the most appropriate level depending
on their field of responsibility. :

Only final transfers are taken into account here. and not intermediate transfers from one administration to
another. Fo_r example. if administration A transfers money to administration B which then allocates it to
students. this expenditure has been attributed solely to the level corresponding to administration B. )

For rhg definitions of both the forms of financial support to students, and the public funds entailed. see the
definition of statistical tools at the beginning of the volume.
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PUBLIC RESOURCES DEVOTED TO STUDENT SUPPORT

B. SUPPORT TO STUDENTS IN HIGHER EDUCATION
COMPARED TO OTHER EDUCATIONAL LEVELS

Five countries appear to devote all, or a very big share, of their public financial support for students
and pupils to higher education students alone - Belgium, Greece, ltaly, Luxembourg and
Liechtenstein. It should be noted that the two latter countries do not fully provide this level of
education, and have many nationals studying abroad. The very high proportion for Belgium is
attributable to the fact that the amounts of family allowances are included in the case of students aged
19-25, but not for children aged 18 or less. As a result, the proportion of support for higher education
in the total appears abnormally large. The data from Italy do not take account of the major share of
support that it has been impossible to show by level of education. The United Kingdom and Iceland
also devote over 80% of their total budget for student and pupil support to those in higher education.
In the case of Iceland, this is perhaps explained by the number of higher education students who go
abroad to study. As regards the United Kingdom, it is partly explained by the fact that tuition fees
charged by higher education institutions and (until 1997/98) paid, for the majority of students, by local
authorities in England, Wales and Northern Ireland, and by the central authorities in Scotland, are
included under the heading of support to students. Such public subsidies (whether central, regional or
local) to institutions are not so included in the other countries.

The latter fall into a range in which from 35 to 65% of their total public assistance is granted to higher
education students alone. These proportions are always greater than those of student enrolment at
this level of education (as compared to students and pupils at all other levels), which means that
higher education students are on average supported to a greater extent than those at other levels.

FIGURE 11: PUBLIC FINANCIAL SUPPORT FOR STUDENTS IN HIGHER EDUCATION (ISCED 5, 6 AND 7) AS A
PROPORTION OF CORRESPONDING SUPPORT FOR PUPILS AND STUDENTS AT ALL LEVELS, 1995
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Source: Eurostat, UOE., ) it

Belgium: 1994 data, including allowances to families with dependent students aged between 19 and 25.

France: Student accommodation allowances and the deficit in the student social security scheme, made up by the
govg;nment. are not included. If the accommodation allowances were inciuded in these figures, the ratio would rise from 37%
to 48%.

Ireland: Tax allowances were still granted in 1995, under certain conditions, to parents who gave their (student) children a
subsistence benefit. This provision was abolished in 1996. The amounts corresponding to these family cash benefits are not
included in the present data. Furthermore, family allowances are awarded to the parents of children in higher education, up
to the age of 18 inclusive. ’

ltaly: Data not broken down by level of education have not been included.

EXPLANATORY NOTE

This ingicator is_obrained by dividing public financial support for higher education students (ISCED 5. 6 and 7)
by the total public financial support provided for pupils and students at all levels of education.

For the definitions of both the forms of financial support to students. and the public funds entailed. see the

definition of statistical tools at the beginning of the volume.
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C. PUBLIC FINANCIAL SUPPORT FOR STUDENTS
AS A PROPORTION OF GDP

Gross domestic product (GDP) is the total of all primary incomes distributed in return for productive
activity in the national territory. It is thus the sum of the resources available to the economic actors
(households, undertakings and the State) and, therefore, the sum of the resources usable within the
country to meet all concurrent needs which arise (private consumption, public consumption and
investment). Consequently, the proportion of this income devoted to student financial support gives a
good indication of the relative importance of this support compared with other uses.

If the countries concerned comprised one single national unit, the ‘European value’ obtained for this
ratio would be 0.18%. On average, the EU Member States and the EFTA/EEA countries devote
almost 0.24% of their GDP to financial support for students, but the variation about this average is
quite high. In practice, the countries fall into two main categories.

T AMERD] o . - LSRR B B G T S s R
FIGURE 12: PUBLIC FINANCIAL SUPPORT FOR HIGHER EDUCATION STUDENTS (IS_CED 5, 6 AND7) AS A
ROV ' PROPORTION OF GDP, 1995 R :
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1 . N N
D Countries that award assistance to families with dependent students aged over 18, which is not generally considered here .
. Countries that do not award assistance beyond the age of 18 ;'
il Source: Eurostat, UOE. 3

. Belgium: 1994 data, including allowances to families with dependent students aged between 19 and 25. ;
France: Student accommodation allowances and the deficit in the student social security scheme, made up by the !
government, are not included.
lrelapd: Tax allowances were still granted in 1995, under certain conditions. to parents who gave their (student) children a '
subsistence benefit. This provision was abolished in 1996. The amounts corresponding to these family cash benefits are not *
included in the present data. Furthermore, family allowances are awarded to the parents of children in higher education, up
to the age of 18 inclusive. :
: Finland: The loan amounts are not included in the figures. |
: United Klngdom: According to data from national sources, the United Kingdom ratio of 0.47% may be spliit into 0.28% of l
GDP for maintenance grants, and 0.19% of GDP for tuition fees.

EXPLANATORY NOTE

This indicator is calculated by dividing the amount of public financial support for higher education students by
the current GDP.

For the definitions of the ‘European value’, and the ‘European average’ of the public funds entailed, and of
student support, see the definition of statistical tools at the beginning of the volume.

The first devotes a distinctly higher than average proportion of GDP to support for students in higher
education. This group includes Denmark, Ireland, the Netherlands, Finland, Sweden, the United
Kingdom, Iceland and Norway.

It will be recalled that, within this first category, several Nordic countries (Sweden, Iceland and
Norway) allocate a relatively large proportion of support (the entirety, in the case of Iceland) in the
form of loans. The fact that these loans will be repaid later is not taken into account here. Finland
might have been grouped with these countries, but its loan amounts are not included in the figures as
shown. It should also be noted that the United Kingdom includes under student support the payment
of the tuition fees of most students to higher education institutions by the relevant authorities. This
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system has also come into operation recently in Ireland but its effects are less obvious because it was
implemented only partly in 1995, which was a transitional year. Another feature of the transitional
nature of 1995 was that tax allowances were still awarded in Ireland, under certain circumstances, to
parents who provided their (student) children with a subsistence payment — a provision abolished in
1996.

The second category of countries is characterised by public financial support for students representing
a smaller proportion of GDP than the ‘European average’. This group includes Belgium, Germany,
Greece, Spain, France, Italy, Luxembourg, Austria, Portugal and Liechtenstein.

These two categories correspond, in the case of the first, to the group of countries which provide no
family and/or tax allowances in respect of dependent children who are students and, in the case of the
second, those countries which do provide them'. The amount of these dllowances does not appear in
the graph because, as indicated in the explanatory note, the questionnaires for gathering UOE data do
not provide for the inclusion of tax allowances under student support, while the family allowances
which were to have been covered have not been included, except for Belgium. More information on
this point will be found in Part |, chapter 3 on tax relief for dependent children, and family allowances.
The following indicators concerning student support will thus be analysed by comparing countries
within the two foregoing categories.

A supplementary explanation of Figure 12

The foregoing indicator can be broken down into four other ratios, represented by the formula

Public financial support for higher education students
GDP

=1 1,11,

where
Public financial support for students

'~ Total public expenditure on higher education

Total public expenditure on higher education

I. =
> Total public expenditure on education, all levels combined

_ Total public expenditure on education, all levels combined

} Total public expenditure, all sectors

Total public expenditure, all sectors
¢ GDP

The variations between countries observed in Figure 12 arise from differences in one or more of the
ratios I, , /1, ,/150rl,.

However, the implications of variations in one or other of these ratios are not the same. A low rate of
financing education generally within overall public expenditure (/, low) does not have the same significance

as a relatively low rate of student support within public expenditure on higher education (/, low).

The following four graphs present these ratios in sequence while the fifth brings together all the
elements in a comparative summary so as to elicit a maximum of information on the situation.

' In Ireland, family allowances continue to be awarded until the age of 18 inclusive. As shown in Figure 4, this corresponds to a
significant share of students in higher education. However, because the take-up of this support does not reach the levels of
other countries, Ireland will be bracketed, in the present introduction, with those that do not award cash assistance to families.
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C.1. THE PROPORTION OF TOTAL PUBLIC EXPENDITURE ON HIGHER EDUCATION
DEVOTED TO FINANCIAL SUPPORT FOR STUDENTS

Figure 13 indicates the extent to which the various countries devote a greater or lesser proportion of
their total higher education budget to student support.

Luxembourg stands out by providing little higher education. It offers financial support to its
considerable numbers of students who study abroad.

In the first group of countries comprising Denmark, Ireland, the Netherlands, Finland, Sweden, the
United Kingdom, Iceland and Norway, significant variations may be observed in the proportion of their
higher education budget earmarked for student support (from 24% for Ireland to 38% for the United
Kingdom). Among these countries, Sweden, Iceland and Norway make extensive use of loans, the
repayment of which is left out of account here. The United Kingdom includes under the amount of
student support the payment by the authorities of the tuition fees of most students. Ireland has adopted
the same system but its effects are less visible, as 1995 was a transition year during which the new
system was only partially in operation. Finland allocates a share close to the ‘European value’ which is
partly attributable to the fact that loans, not subsidised by the State, are not included in the calculation
but, above all, to the scale on which it finances its higher education institutions (see Figure 18).

The countries in the second group (Belgium, Germany, Greece, Spain, France, ltaly, Austria, Portugal
and Liechtenstein), which offer families cash benefits (family or tax allowances for dependent children,
which are not included here, with the exception of the Belgian family allowances) also nevertheless
display significant variations (from 2% in Greece to 9% in Germany and France). The proportion in
Belgium is close to the ‘European value’, which is attributable to the fact that allowances to families
with dependent students aged between 19 and 25 are included in the total amount of support.
Liechtenstein has a value higher than the other countries in this group.

FIGURE 13: STUDENT SUPPORT AS A PROPORTION OF ALL PUBLIC EXPENDITURE ON HIGHER EDUCATION
(ISCED 5, 6 AND 7), 1995
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Belgium: 1994 data, including allowances to families with dependent students aged between 19 and 25.

France: Student accommodation allowances and the deficit in the student social security scheme, made up by the
government, are not included.

Ireland: Tax allowances were still granted in 1995, under certain conditions, to parents who gave their (Student) children a
subsistence benefit. This provision was abolished in 1996. The amounts corresponding to these family cash benefits are not
included in the present data. Furthermore, family allowances are awarded to the parents of children in higher education, up
to the age of 18 inclusive.

Luxembourg: Financial support to students and to higher education institutions are not drawn from the same budget. As a
result, this ratio does not have the same significance as in other countries in which the two kinds of support compete for
funding under a single budgetary heading.

Finland: The loan amounts are not included in the figures.

United Kingdom: Data from national sources break down support to students in higher education in the proportions of 40%
for transfers to institutions (tuition fees) and 60% for maintenance grants. If only the latter were considered. the ratio would
become 23%.

EXPLANATORY NOTE
This indicator is obtained by dividing public expenditure on higher education student support by all public
expenditure on higher education (all headings).

The data do not take account of total exemption from payment of registration and/or tuition fees.

For the definition of the "European value'. see the definition of statistical tools at the beginning of the volume.
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PUBLIC RESOURCES DEVOTED TO STUDENT SUPPORT

C.2. TOTAL HIGHER EDUCATION EXPENDITURE AS A PROPORTION OF ALL PUBLIC
EXPENDITURE ON EDUCATION

Higher education budgets as a proportion of overall education budgets would appear to be subject to
less variation than that in the previous indicator. There is thus relatively little difference in the
proportions of their overall budgets that countries allocate to the various levels of education. The
‘European value’ that would be obtained if all the countries formed a single unit, indicates that 21.3%
of this ‘European education budget’ is allocated to higher education.

Luxembourg and, to a lesser extent Liechtenstein, stand out with a much lower ratio than the others,
which is explained by the fact that they do not provide complete higher education. Their budget for
higher education does not therefore cover the same costs as elsewhere. As a result, it represents a
smaller proportion of total education expenditure.

Compared to the ‘European value’, Spain, France, Italy, ‘Austria, Portugal and Iceland allocate a
relatively smaller proportion of their education resources to the financing of higher education.
Conversely, Denmark, Germany, Greece, lreland, the United Kingdom and, above all, the
Netherlands, Finland, Sweden and Norway devote a greater proportion of their education resources to
funding higher education. For Belgium, the value-of this ratio is equal to the ‘European value’.

FIGURE 14: HIGHER EDUCATION EXPENDITURE AS A PROPORTION OF ALL PUBLIC EDUCATION EXPENDITURE,

1995 1
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Source»:'Eurostat, UOE.
Belgium: 1994 data.
EXPLANATORY NOTE

This indicator is obtained by dividing total public expenditure on higher education (all headings) by total public
expenditure on education (all levels).

1N
L
4

For the ‘European value', see the definition of statistical tools at the beginning of the volume.

C.3. TOTAL PUBLIC EXPENDITURE ON EDUCATION (ALL LEVELS) AS A PROPORTION
OF ALL PUBLIC EXPENDITURE

The proportion of the total state budget earmarked for education is broadly comparable in all
countries. It stands between 9 and 16% with a ‘European average’ of 11.5% and a ‘European value’ of
11%. Once again, the proportion for Belgium is equal to the ‘European value’, and the same applies
here to Spain and Austria. In Germany, Italy, Luxembourg and the Netherlands, education accounts
for a lesser share of overall public expenditure, compared to the ‘European value’. In Denmark,
France, Ireland, Portugal, Finland, Sweden, the United Kingdom, Iceland, Liechtenstein and Norway,
the proportion is above it.
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IGURE 15: PUBLIC EXPENDITURE ON EDUCATION AS A PROPORTION OF ALL PUBLIC EXPENDITURE,
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Source: Eurostat, UOE.

Be|g|um 1994 data

EXPLANATORY NOTE

The f/gures are obtained by dlwd/ng total publlc expendlrure on educatlon (UOE data) by total public
expenditure (all sectors)

" This public expendlture represents all’ expendlrure by all publlc authorities at all levels of administration and for
all purposes. It includes government revenue expenditure and capital expenditure. It also includes social
security transfers and subsidies to public undertakings.

For the definitions of the '‘European value' and the ‘European average’, see the definition of statistical tools at
the beginning of the volume.

C.4. PUBLIC EXPENDITURE AS A SHARE OF GDP

The last element, illustrated in Figure 16, indicates the proportion of public expenditure (all sectors) in
the GDP.

The ‘European value’, understood as the relative share of the public sector in GDP, is very close to
half (48%).

The countries fall into three categorles corresponding to the proportion of public expenditure in GDP,
as follows: 50-64% for Belgium, Denmark, France, the Netherlands, Austria, Finland and Sweden; 45-
49% for Germany, Spain, Italy, Luxembourg, Portugal and Norway; and less than 41% for Ireland, the
United Kingdom, Iceland and Liechtenstein.

e e e

ALL] PUBLIC EXPENDITURE AS A PERCENTAGE OF GDP

EU-15 B [DK! D | EL E F 1 IRL | L NL| A P IFIN[ S
48 51 58 | 48 | 47 | 451 51 | 39| 48| 48 | 56 | 52 | 45 | 57 | 64 | 41 39 | 31 ) 48

Source: Eurostat.

%elgium 1994 data

EXPLANATORY NOTE

The data are obtained by dividing total public expenditure (all sectors) by the GDP.

For the definition of the ‘European value', see the definition of statistical tools at the beginning of the volume.
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PUBLIC RESOURCES DEVOTED TO STUDENT SUPPORT

C.5. SYNOPTIC GRAPH OF THE COMPONENTS OF THE RATIO OF PUBLIC FINANCIAL
SUPPORT FOR HIGHER EDUCATION STUDENTS/GDP

The ratio of public financial support for higher education students/GDP is interesting in itself, and it
becomes more interesting if it is broken down into four elements. Each of these components
(examined in Figures 13-16) presents a level of explanation of the value of the ratio.

Dividing up this ratio into a series of ratios helps to identify the origins of the differences between
countries. Figure 17 provides a synoptic view of all the elements set out in the analysis of the ratio of
public financial support for higher education students/GDP. It presents these ratios in terms of their
relative deviations from the ‘European value’. The general comments on the preceding graphs, which
provided an analysis of the component parts, are useful in this context; here, the emphasis is on the
information obtained by combining them.

It might be thought from Figures 12 and 13 that solely the differences referred to above in the
comparison of support account for the differences between the two categories of countries already
mentioned. If this were the case, it would be possible to classify the countries distributed around the
‘European value’ with respect to factors other than the ratios of ‘expenditure on support to students in
higher education/GDP’ and ‘expenditure on support to students in higher education/total expenditure
on higher education’. Yet most countries whose ‘expenditure on support to students in higher
education/GDP’ ratio is high compared to the ‘European value’ are also those with high /, and /; ratios
thus demonstrating substantial investment by them in both education as a whole, and higher
education in particular.

It appears that the Nordic countries (Denmark, Finland, Sweden and Norway), which allocate the
greatest proportions of their GDP to support for higher education students, all have intermediate ratios
greater than, or virtually equal to, the ‘European value’. It is thus only logical that these countries
earmark proportionally more resources than others to public-sector student support.

Ireland, the Netherlands and the United Kingdom are in the same situation, with the exception of one
intermediate ratio of less than the ‘European value’: this applies to the proportion of public expenditure
on education (at all levels) in total public expenditure in the Netherlands, and the relative proportion of
total public expenditure to GDP, in Ireland and the United Kingdom. As already emphasised, the value
of the first ratio (/) in the UK is partly attributable to the fact that tuition fees — for most students paid
directly to their institutions by the authorities — come under the heading of student support, rather than
that of public subsidies to institutions. This, however, is only a partial explanation since, when this
factor is excluded, the UK ratio is still higher than the ‘European value’.

Belgium also has only a single intermediate ratio less than the ‘European value’: the ratio of higher
education expenditure to expenditure on all levels of education is two percentage points less than the
‘European value’. However, in contrast to the foregoing countries, Belgium has intermediate ratios that
are all very close to the ‘European value’.

In Germany, the share of GDP earmarked for support to students in higher education is relatively
smaller than the ‘European value’, partly because of the relatively modest contribution of education to
overall public spending in the country (ratio 4} but, above all, because support to students is only a
minor element in its higher education budget (ratio /). The small proportion of educational expenditure
in German public expenditure is attributable to the relatively large share of private contributions to
secondary education (as a result of employers funding the duales Systern), as well as to the relatively
low proportion of young people in the total population.
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Greece allocates a much lower proportion of its higher education budget to student support (ratio /)
than the corresponding ‘European value’. The fact that the proportion of higher education funding in
the total budget for education (ratio /) is above the corresponding ‘European value’ does not offset the
negative effect attributable to the relatively modest share of student support in the higher education
budget (ratio /) and the relatively small share of public expenditure on education in total public
expenditure (/): the ratio of public financial support for higher education students/GDP remains below
the ‘European value’ in that respect.

Spain and ltaly are characterised by having all their intermediate ratios (/, 4, I, and 1) below or equal to
the corresponding ‘European values’ so that their ratio of public financial support for higher education
students/GDP is also below the ‘European value’.

Portugal also has intermediate ratios that are all below the corresponding ‘European values’, with the
exception, however, of that of the education budget to overall public expenditure (ratio ). The effect of
this is weak, however, with the result that the ratio of financial support for higher education
students/GDP remains below the corresponding ‘European value’.

The general trend is the same in Austria where only the ratio of all public expenditure to GDP (ratio 1)
is above the ‘European value’. :

In France, the last two ratios (4 and /) are slightly above the ‘European values’ but not enough to
cancel the negative effect of the first two.

The special circumstances of higher education in Luxembourg explain why the ratio of student support
to total higher education expenditure (ratio /) there is much greater than the ‘European value’, but also
why the share of the higher education budget in all expenditure on education (ratio L) is less than
elsewhere.

In Iceland and Liechtenstein, the proportion of student support in their overall higher education budget
(ratio 1)) is much greater than the ‘European value’. Education is also a greater element in overall
public expenditure (ratio 4). This results in the ratio of public financial support for higher education
students/GDP being above or virtually equal to the ‘European value’ for this ratio, whereas the
proportion of the higher education budget in all educational expenditure, and the share of all public
expenditure in GDP are less than the ‘European values’.

EXPLANATORY NOTE

The analysis of the ratio of public financial support for higher education s(uden(s/GDfD is set out above. For
indicators I, 1,, ,and |,, see the explanatory notes on Figures 13, 14, 15 and 16 respectively. ‘

For each of these components, there is a series of statistics and, in particular. a 'European ya/ue’.‘ Thus, if a
country has values for each of these components equal to the ‘European value’, the value of its ratio of public
financial support for higher education students/GDP will obviously also be equal to the ‘European value’. Arjy
differences in the values found in the individual countries therefore take on their full significance and /'ys(rfy
presentation of the results in the form of their differences relative to the ‘European value'. 'Difference relative to
the “European value” is to be interpreted as application of the following formula:

Statistical value obtained for the country — ‘European value’ for the scries

‘European value’ for the series

This is negative when the result is below the ‘European value' and positive otherwise.
For the definitions of the ‘European value’, see the definition of statistical tools at the beginning of the volume.
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FINANCIAL SUPPORT FOR HIGHER EDUCATION STUDENTS/GDP IN PERCENTAGES 1995
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Source: Eurostat, UOE.
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Belglum 1994 data, including allowances to families with dependent students aged between 19 and 25.
France: Student accommodation allowances and the deflcu |n the student social security scheme, made up
government, are not included.
Finland: The loan amounts are not included in the figures.

Q United Kingdom: Data for student support incude tuition fees
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GENERAL INTRODUCTION

D. PUBLIC FUNDING OF HIGHER EDUCATION
INSTITUTIONS RELATIVE TO GDP

The public funding provided to institutions can be regarded as a form of student support because it is
part of the communal effort to provide students with an education at a price below its real cost. In
Belgium, it also finances the social funds that institutions use to apply their own policies of student
support. On average, European Union countries allocate higher education institutions an amount
equivalent to 0.96% of their GDP. If the EU formed a single entity, the ‘European value’ of this ratio
would be 0.91%.

FIGURE18 Pusuc FUNDING OF HIGHER EDUCATION INSTITUTIOI\S (ISCEDS GAND 7) ) :
- o RELATIVETOGDP 1995 s L T
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0.91 0.97 | 1.30] 0.99] 0.68] 0.62] 0.87] 0.92] 0.67] 0.09] 1.14| 0.87| 0.87] 1.68] 1.56] 0.75 0.65]0.481.29
Source: Eurostat, UOE

iy : UOE. _ |
Belgium: 1994 dafa;

' EXPLANATORY NOTE
This indicator is arrived at by dividing total public finance for higher education institutions by the GDP.
. Direct spending on education institutions by a public body can take one of two forms.

® Purchase by the public body itself of educational resources to be used by the educational institutions. This ;
could, for instance, be the direct transfer of teachers’ salaries by a central or regional Ministry of Education; *
direct payments made by a local authority to contractors engaged in the construction of premises; and the |

purchase of text books by a central or regional authority for subsequent distribution to local authorities or !
institutions.

.. |
s Payments by the public body to institutions responsible for procuring educational resources themselves. -
This could, for instance, involve a transfer of public funds or of a block grant to a university which then used
it to pay its staff and purchase other resources; or the allocation of funds by an authority to a public-sector
institution with autonomy to manage its own budget. ,
The direct expenditure of a public body does not include tuition fees paid by pupils (or by their families on their !
1 behalf) attending public-sector institutions coming under these bodies, even if the payments are made in the |

. first instance to the body and not to the institutions in question.

| For the ‘European average’, see the definition of statistical tools at the beginning of the volume. i

Considering the proportion of the GDP allocated to financing higher education institutions, countries
fall into three categories according to whether their funding of their higher education institutions is
above or below the ‘European average’.

» Denmark, the Netherlands, Finland, Sweden and Norway belong to the first category, allocating

relatively more resources than the European average (in relation to their GDP) to higher education
institutions.

» Belgium, Germany, France, Ireland, Austria and Portugal belong to the second category, namely
countries which allocate their higher education institutions the same level of resources as the
‘European average’ (in relation to GDP).

» Greece, Spain, ltaly, the United Kingdom and Iceland belong to the third category, aliocating
relatively fewer resources than the ‘European average’ (in relation to their GDP) to higher
education institutions.
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Luxembourg and Liechtenstein may be considered as a case apart since they do not provide a full
range of higher education courses. This explains why they allocate only a very small proportion of their
GDP to their higher education institutions.

It should be noted that, while the financing of the institutions can be interpreted loosely as student
support, it is not a substitute for student support in the narrow sense. Thus the Nordic countries
(Denmark, Finland, Sweden and Norway) and the Netherlands, which allocate the largest proportions
of their respective GDP to student support, are also amongst the countries which have the highest
levels of funding of their institutions. The United Kingdom is an exception to this trend, probably
because the tuition fees paid directly to the institutions by the public authorities are accounted for as
student support and not as funding of the institutions.

Everywhere, therefore, financial support to students is part of the more general policy of the
development of higher education, even though the foregoing information should be regarded with
" some caution, given that country data may include a share of the funding for institutional research, the
proportion of which will vary with the country concerned.

E. PUBLIC FINANCIAL SUPPORT
PER HIGHER EDUCATION STUDENT

Financial support for students is intended to reduce in whole or in part the financial burden that
students have to bear because of their studies. This support may or may not be spread over a large
number of students. It may or may not cover subsistence costs, and may or may not be refundable. It
is therefore important to relate the total amount of public support for students in higher education to
the total number of such students.

FIGURE 19 Pueuc FINANCIAL suppom' PER STUDENT (ISCED 5, 6 AND 7) IN PURCHASING POWER
- PARITIES ALIGNED ON THE ECU 1995
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I Countries that do not award assistance beyond the age of 18
Source: Eurostat, UOE. . . |

Belgium: 1994 data, including allowances to families with dependent students aged between 19 and 25.

France: Student accommodation allowances and the deficit in the student social security scheme, made up by the
government, are not included.

Ireland: Family allowances are awarded to the parents of students in higher education, up to the age of 18 inclusive.

Finland: The loan amounts are not included in the figures.

EXPLANATORY NOTE

This indicator is obtained by dividing total public-sector financial support to students in higher education by the
number of students formally enrolled at that level, with the latter measured in terms of their full-time
equivalents.

For the definitions of the public support concerned, and the weightings used to convert from ‘academic year to
‘calendar year’ figures. see the definition of statistical tools at the beginning of the volume.

The figures have been put on a comparable basis by converting them to purchasing power parities (based on
the value of the ECU). This eliminates differences arising from the use of different units of currency and takes
account of price d/fferences in the various countries.

zccount of price dif ot | BEST COPY AVAILABLE
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The calculation of the average amount of public financial support per student makes it possible to
determine how extensive the total volume of this support is, taking into account the number of
students potentially eligible for it. These data are shown in Figure 19 which does not, therefore,
provide any information on the proportion of students who receive such support, or on the average
amount each receives.

More specific data regarding this issue are given in Part |, chapter 2 and in the temporal series in
chapter 1 of Part Il (the contextual analysis), dealing with trends in support.

Figure 19 helps to refine somewhat the data of Figure 12, showing the proportion of GDP allocated to
student support. Six countries stand out from the others as regards the scale of the support they give
— Denmark, the Netherlands, Sweden, the United Kingdom, Liechtenstein and Norway award an
amount per student over 2.4 times greater than the ‘European value’. Public support in the
Netherlands and the United Kingdom includes contributions intended to cover tuition fees, while
Sweden and Norway provide a considerable amount of their student support by way of loans, whose
repayment is not included. As a result, Denmark appears to be the country in which support to
students in higher education is the most expensive.

Some countries award an amount per student above that of the ‘European value’, but to a lesser
extent than the foregoing countries. These countries are Ireland, Finland and Iceland. In Belgium, the
amount per student is virtually equal to the ‘European value’.

In the remaining countries (Germany, Greece, Spain, France, Italy, Austria and Portugal), the amounts
awarded to students are less than the ‘European value’, but it must be remembered again that cash
benefits to families (tax allowances and family allowances) are not included here.
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PUBLIC RESOURCES DEVOTED TO STUDENT SUPPORT

F. EXPENDITURE PER STUDENT BY PUBLIC-SECTOR HIGHER
EDUCATION INSTITUTIONS

The average amounts higher education institutions spend per student vary congiderably f.rom cour;tw
to country. Denmark, Germany, Ireland, Austria, Finland, Sweden, the Ulmte.d Kingdom, L|echr:ens ein
and Norway are countries in which institutional expenditure per studept is hlghest, although there are
substantial variations between them. The figure for Sweden, in parhcglar, is cgnspmuously greater
than those of the other countries because the cost of research activity is included in the data.

In Belgium, Greece, Spain, France, ltaly, the Netherlands, Portugal and Iceland, the figures are lower

than the ‘European average’, but with differences between the countries.

FIGURE 20: EXIID\IAE‘N-DI-TTJI%E PER S'T'UBENT ON THE PART OF PUBLIC-SECTOR HIGHER EDUCATION
INSTITUTIONS (ISCED 5, 6 AND 7), IN PURCHASING POWER PARITIES, 1995
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Belgium: 1994 data; private and public institutions are supported in the same way.
Netherlands: Public and private institutions are subsidised.
Sweden: Research expenditure included.

EXPLANATORY NOTE

This indicator is arrived at by dividing the expenditure of all public-sector higher education institutions by the
numbers of students in higher education. In principle, only expenditure relating to their teaching role is
included. with research expenditure normally excluded.

Direct expenditure approved by a public body for educational institutions can be in one of the two following
forms:

* The purchase by the public body itself of educational resources which will be used by the educational
institutions. This may involve. for instance. the direct transfer of teachers’ salaries by a central or regional
ministry of education, direct payments made by a local authority to contractors engaged in the construction

of premises, or the purchase of books by a central or regional authority for subsequent distribution to Jocal
authorities or institutions.

e Payments made by the public body to the institutions which are responsible for procuring educational
resources for themselves. Such arrangements may include, for instance, an allocation of public funds or a
block grant to a university which then uses it to pay its staff and purchase other resources, or the allocation

of a budget by the administrative authority to a public-sector institution with autonomy for managing its own
budget etc.

The direct expenditure of a public body does not include tuition fees paid by students (or by their families on
their behalf) attending public institutions responsible to these bodies, even if the payments are made in the first
instance to the body and not to the institutions in question. These are UOF figures.

The data have been made comparable by converting them into purchasing power parities on the basis of the
value of the ECU. This has the effect of eliminating differences arising from the use of different units of
currency, and of taking into account differences in prices from one country to another.

The number of students is in terms of full-time equivalents at public-sector institutions (except for the
Netherlands).

For the weightings used for converting ‘academic year’ into ‘calendar year' figures, as well as for the ‘European
average ', see the definition of statistical tools at the beginning of the volume.
I“v
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G. BREAKDOWN OF EXPENDITURE
BY HIGHER EDUCATION INSTITUTIONS

Staff salaries (see the explanatory note to Figure 21) are a variable proportion of the budgets of higher
education institutions, going from 42% in the United Kingdom to 77% in Ireland and Iceland. They are
however the largest single element in the budget, except in the United Kingdom, where other current
expenditure accounts for the main proportion. The proportion of institutional expenditure earmarked for
staff salaries is conspicuously greater than the ‘European value’ in Belgium, Denmark, Germany,
Ireland, Luxembourg, the Netherlands and Iceland. In Spain, France, ltaly, Portugal, Finland, Sweden
and Norway, the corresponding proportions are close to the ‘European value’ while, in Greece, Austria
and the United Kingdom, the ratios are distinctly lower than it.

Other expenditure also varies very considerably from one country to another. Current and capital
expenditure fluctuate between 15 and 52%, and 3% and 23%, respectively.

FIGURE 21. BREAKDOWN OF EXPENDITURE BY PUBLIC-SECTOF;'HIGHE.F;

EDUCATION INSTITUTIONS, BY MAIN
BUDGET HEADINGS, 1995 "
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Source: Eurostat, UOE.

Belgium: 1994 data.
Sweden: Capital expenditure is included under ‘other current expenditure’.
United Kingdom: Data relate to non-state publicly-subsidised institutions. !

EXPLANATORY NOTE
The distinction between capital and revenue expenditure is that generally used in national income accounting.

. Revenue expenditure covers goods and services which are consumed in the current year and which have to be
- renewed periodically to ensure the production of educational services. Capital expenditure is that which covers

. assels lasting more than one year. This can include expenditure on new buildings, major renovation and i
* repairs to existing buildings and on the purchase or replacement of equipment. (It is understood that most i

. contributions to pension funds, social security etc. Additional benefits include expenditure by the employer (not
" employees’ contributions), or in certain cases those of public authorities which are not the employer, in
i connection with retirement provision, health care and insurance, unemployment and invalidity insurance, other

. child care and other additional benefits that institutions and/or countries offer staff.

countries include minor expenditure on equipment below a certain ceiling under revenue rather than capital |
expenditure.)

Capital expenditure does not include costs relating to the servicing of debt.

Expenditure on staff salaries includes gross salaries plus other additional benefits. Gross salary is the total
salary earned by the employee, including all bonuses, allowances etc., before deduction of any taxes or

forms of social insurance, benefits in kind (for example, free or subsidised accommodation), free or subsidised

‘Other current expenditure’ embraces all expenditure on goods and services used in education, other than staff

salaries and capital expenditure. BESTCOPY AVAILABLE
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Part |

Description
of present systems
of student

financial support

The comparative analysis is based on contributions from the National Units in
the EURYDICE Network, whose addresses are listed at the end of the study.
The Units each submitted a detailed report describing all aspects
characteristic of the different forms of student financial support in the
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INTRODUCTION

In the first part of this study, current systems of student financial support are described in detail. To
facilitate the description, the different forms of support are dealt with in separate chapters. They
include support for the payment of fees, grants and/or loans, assistance to families (family allowances
and tax relief for the parents of students) and other benefits such as financial assistance for housing,
meals and transport. However, despite this breakdown, it should be firmly borne in mind that no kind of
support can be considered as separate from the others in its overall system. So prior to reading each
chapter, it would be useful to recall the overall structure of the different systems. The system in some
countries consists of only one or two forms of support while, in others, it contains several or, indeed,
all possible forms. Moreover, it would be mistaken to suppose that, where countries provide for
support other than grants or loans, this constitutes a second-tier element in their overall support
budget. Amounts corresponding to family allowances, tax relief, the payment of fees or
accommodation allowances may be equivalent to or even higher than those earmarked for grants
and/or loans.

In Figure 1.1, countries are classified in terms of the different kinds of support available. Other benefits,
such as financial assistance for housing, meals and transport, etc. are not considered. On this basis,
four country categories may be identified.

TITERT D U AR

. FIGURE |.1 :_' ELEMENTS OF FINANCIAL SUPPORT FOR STUDENTS ON UNDERGRADUATE COURSES IN
: ' PUBLICLY-MAINTAINED OR EQUIVALENT INSTITUTIONS,1997/98
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Ireland: Family allowances are awarded for children up to the age of 18 (inclusive). In so far as the student population in
higher education is relatively young (see the General Introduction), this support may apply to one, or even two years of study.
Luxembourg: Most students study abroad. Their financial support covers fees they may have to pay in the host country.

Iceland: A large proportion of the student population study abroad. The loan awarded to individual students is determined on

the basis of the tuition fees they may have to pay in the host country.
Liechtenstein: Most students study abroad. in which case financia!l support covers any registration or tuition fees required in

the host country.

Basically, forms of support for students are determined by the options available in the various
countries for financing, first, the costs of education borne by higher education institutions and,
secondly, student living costs. Each of these two dimensions may be considered in terms of two
alternative perspectives as follows: ’
I: the total financing of the cost of education by the State, as opposed to contributions from families
or students themselves.
II: the financial independence of students, as opposed to the responsibility of families in covering
student living costs.

Financial independence is characterised by support granted solely to students, and by conditions for
its award that take account of their income alone.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

Figure 1.2 shows how countries are grouped in relation to financing the cost of education and student
living costs, with respect to the foregoing alternatives. The intermediate position of the Netherlands

and the United Kingdom is attributable to the fact that, in both countries, some of the support awarded
depends on parental income.

aTag e e —

FIGURE I.2: CLASSIFICATION OfF COUNTHIES IN TERMS OF HOW THEY FINANCE THE EDUCATION AND LIVING
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COSTS OF STUDENTS
FAMILY RESPONSIBILITY D,EL,L,A B,E,F,IRL, I, P, LI

Source: Eurydice.

Figure 1.3 shows that the forms of support available in different countries largely correspond to their
position vis-a-vis the two main headings. Thus countries that require no contribution from students or
their families to the cost of education, and regard students as financially independent from their
parents, offer one sole form of support, while countries in which students or their families do contribute
to the cost of education, and families to student living costs, offer more than one form of support.

" FIGURE 1.3: STRUCTURE OF FINANCIAL SUPPORT FOR STUDENTS ON UNDERGRADUATE COURSES IN THE
PUBLIC SECTOR OR ITS EQUIVALENT, 1997/98
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Ireland: Family allowances are awarded for children up to the age of 18 (mclusuve) In so far as the student population in ]
higher education is relanvely young (see the General Introduction), thls suppon may apply to one, or even two years of study

The following chapters of Part | analyse the different forms of support in detail. Chapter 1 is devoted to
consideration of fees paid by students on registration and the support available in countries where
such fees are charged. The second chapter describes the support awarded to students for their
subsistence in the form of grants, loans, or a combination of both. The third chapter deals with
assistance for the parents of students, and concerns only some of the countries. Chapter 4 reviews
other benefits, such as housing allowances, subsidised catering facilities, and cheaper transport or
health care. As a whole, the four chapters provide information relating to student nationals studying in
their own countries. Chapter 5 is devoted to support for study abroad, and chapter 6 to support for

foreign students. Finally, this detailed analysis is rounded off in chapter 7 with an attempt to present
systems in summarised model form.
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CHAPTER 1
REGISTRATION AND TUITION FEES

This chapter examines the different categories of fees payable by higher education students when
they enrol, and the financial support available to offset them. The analysis must be interpreted in the
context of the systems of higher education funding in the various countries. Government contributions
to the cost of education constitute one form of financial support for students in so far as the latter do
not have to bear the full cost of their higher education. Countries offering access to higher education
free of charge (with no registration or tuition fees) thus provide this type of support in the most
complete and universal form.

In those countries in which students are required to contribute to the cost of their education, whether in
the form of registration and/or tuition fees, exemptions or other forms of assistance towards the
payment of these charges represent financial support that supplements the state contribution. This
form of support can either be targeted at particular groups of students, more particularly those from
poorer backgrounds, or be provided on a more universal basis, thus benefiting a majority of students.
It is therefore not possible to compare the amounts of registration or tuition fees without considering
the number of students that pay them (as opposed to those that are exempt).

In the present volume, the expression ‘registration fees’ is normally used for the payment associated
with the enroiment of students, whereas ‘tuition fees’ refers to contributions to the cost of their
education borne by higher education institutions.

in those countries in which access to higher education is free, the State, including taxpayers
collectively, bears the total cost of this education. However, in those countries in which institutions
charge fees, taxpayers in general bear only part of the cost and some of them, i.e. those whose
children are in higher education, pay the remainder through registration and tuition fees. Rather than
being regarded solely as a contribution to the cost of education by students or their families, the fees
system may also be considered as a means of redistributing the cost among these families. In most
countries, mechanisms have been put in place to redistribute the cost of higher education, so that
families with average or higher incomes pay relatively high fees while families with lower incomes are
either exempt from payment, or receive some assistance in support of payment. Finally, in order to
undertake a complete comparison, it is also necessary to consider the forms of assistance given to
students' families, such as a tax allowance on registration and/or tuition fees which is another
redistribution mechanism. These latter details are set out in Part |, chapter 3.

The fees paid by students when they enrol can go either to the higher education institutions or to other
bodies, such as student organisations or public-sector health services. In order to make a comparison
between the fees paid by students in different countries, therefore, this chapter will examine the total
payments made by students, whether to higher education institutions in the form of registration or
tuition fees, or to another body, and the use to which all such contributions are put (Figure 1.1.1).
Mechanisms for providing students with reductions in, or exemption from, fees are then given in detail
by country. Following this description, the amounts of fees and other contributions and the numbers of
students exempt from paying are presented together.



DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

. FIGURE I 1.1: GENERAL PATTERN OF POSSIBLE DESTINATIONS OF FEES
: AND OTHER CONTRIBUTIONS 1997/98
Enrolment on course
of study/tuition
Higher. Certification
'edu'cat.non Enrolment
institutions
Student services
Welfare
; Student Student
! Payment of fees bodies representation
|
!
L—— Other body ———— Health care
Source: Eurydice.

In some countries, the systems of fees and other payments are very different, depending on whether
the students are taking an undergraduate course or aiming for a further qualification. Moreover, the
fees and any associated forms of support can also vary depending on whether the student is on a full-
time or part-time course, or attending a public or private institution. The present chapter describes
mainly the fees and the support available to students attending full-time undergraduate courses in
public institutions, or grant-aided private institutions that charge fees identical to those in public
institutions. This definition covers the majority of students in most countries, except Portugal, where a
significant proportion of students (36%) attend private-sector institutions (ensino particular e
cooperativo) which are not financed by the government and charge higher tuition fees. In some
countries, the situation is different for adults, or people able to attend lectures without being formally
enrolled as students. However, these special cases are not considered further.

A brief description of the systems of registration and tuition fees for students on part-time courses,
who are attending private institutions which charge higher fees than public-sector institutions, or
undertaking postgraduate studies, is given at the end of this chapter. Information regarding foreign
_ students is provided in chapter 6.

A. FEES AND OTHER PAYMENTS MADE BY STUDENTS

Two models can be used to describe the distribution of costs of higher education. In the first, all costs
are assumed by the State while, in the second, a private contribution is required when students enrol.

As Figure 1.1.2 indicates, the first model is to be found in almost half of the countries under
consideration. Students do not make any contribution to the cost of their higher education, to which
access can therefore be regarded as free of charge. These higher education institutions are financed
directly by the government. This is the case in Denmark,.Greece, Luxembourg, Austria, Finland and
Sweden, as well as in Norway. It is also the case in Germany, apart from two Lander (Baden-
Wirttemberg and Berlin), where registration fees have been introduced. In certain instances, students
pay membership fees to bodies providing student services.
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REGISTRATION AND TUITION FEES

In Germany, they pay administrative fees every semester to their social services organisation (the
Studentenwerk) and to an independent body, the Studentenschaft. In Austria, they pay to their student
organisation (the Osterreichische Hochschillerschaft) membership fees that are sometimes used to
finance student services. In Finland and Sweden, fees are paid to the students’ union. In Norway, a
fee is paid to the student welfare organisations (the Studentsamskipnaden).

In the second group of countries, students contribute to the cost of their education, and pay
registration and/or tuition fees direct to the higher education institution. This is the case in Belgium,
Spain, France, Ireland, Italy, the Netherlands, Portugal and the United Kingdom, as well as in Iceland
and Liechtenstein. In three countries, students pay a further contribution — a payment to cover medical
care in France, a tax paid to the regional bodies (enti regionali per il diritto allo studio) which
administer a major share of student support in Italy, and a membership fee to the student organisation
in Iceland.

FIGURE |.1.2: REGISTRATION AND TUITION FEES AND OTHER PAYMENTS MADE BY STUDENTS ON FULL-TIME
UNDERGRADUATE COURSES, PUBLIC SECTOR OR EQUIVALENT, 1997/98
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. Germany: In two Lander (Baden-Wiirttemberg and Berlin)', regulations for raising registration fees were introduced in

|
. 1997/98.
Ireland: Higher education institutions charge tuition fees. However, since 1996/97, they have been paid for most students by

the government. :
Netherlands: An amount to cover the statutory tuition fees is included in the standard monthly budget for students who are

- eligible for student finance under the Student Finance Act. . ) o
Finland: Union membership fees are only compulsory in the universities and are optional for students studying in the AMK

institutions. )
United Kingdom: Higher education institutions charge tuition fees. However, until 1997/98, these fees were directly paid for

most students by the relevant authorities (see section C of this chapter for further details).

EXPLANATORY NOTE

' The heading ‘public sector or equivalent’ groups together institutions that depend on the State as well as
 private but publicly-funded institutions which receive registration and/or tuition fees more or less equivalent to
those of public-sector institutions.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B. USE OF FEES AND OTHER PAYMENTS

The fees and other payments made by students cover a diverse range of services. The table in
Figure 1.1.3 presents the overall range of services requiring a possible contribution from students, and
gives details of the services actually paid for either partially or totally by students in each country.
Payments by them follow one of two models.

In countries in which students pay a contribution to a student organisation, this is generally used to
provide representation of their interests. In Germany, the Studentenwerk also provides various social
services. In Finland, in the university sector, the unions also make a financial contribution to the
organisation of most student services. Access to these is by the card students receive when they pay
their membership fee. Part of the membership fee is paid to the Finnish student health service. In
Sweden, the students’ union membership fee is often used to provide services for students.

In those countries in which students make a payment to the higher education institution when they
enrol, the distinction can be made as to whether the payment covers only fees for registration and
certification, such as the registration fees in Ireland, Iceland or France, or whether it additionally
contributes toward the costs of education borne by institutions (as in the case of tuition fees in the
United Kingdom). In Spain and ltaly, this distinction between payments covering registration and
certification and those covering tuition costs is reflected in the different terms used for them — tasas de
registro and tasse di iscrizione for the former, and tasas de matriculacién and contributi universitari for
the latter. -

In Spain, the tasas de registro cover compulsory student insurance (seguro escolar obligatorio). In
France, part of the droits d’inscription are set aside for library and documentation services and another
part for financing schemes to improve student life. In Portugal, since 1997/98, a new system of
" propinas has been established. These fees do not cover the costs of the certificates or diplomas.
Membership of the students' union is also paid separately.

In Ireland, the registration fees cover a number of costs, excluding tuition which is paid for from the
tuition fees.

C. CRITERIA OF ELIGIBILITY FOR SUPPORT TOWARDS THE
PAYMENT OF FEES

The conditions on which financial support is given towards the payment of registration and tuition fees
are not relevant to Denmark, Germany (14 Lander), Greece, Austria, Finland, Sweden, or Norway.
There is no exemption from membership fees paid to student organisations.

The types of financial support towards the payment of registration and tuition fees vary in the other
countries.

In general, a particular group of students may be targéied, usually those from disadvantaged
backgrounds. The main criterion is eligibility for a maintenance grant (see Part |, chapter 2). This is the
case in Belgium, Spain, France, Italy and Portugal.

In Ireland, two types of support are combined, with a component generally available to most students
and more targeted assistance for those of more modest means. In the Netherlands, an amount
intended to cover statutory tuition fees is included in the monthly budget of students entitled to
financial support (see Part |, chapter 2).



REGISTRATION AND TUITION FEES

FiGURE I.1.3: USE OF REGISTRATION OR TUITION FEES AND OTHER PAYMENTS MADE IN RELATION TO FULL-
B TIME UNDERGRADUATE COURSES, PUBLIC SECTOR OR EQUIVALENT, 1997/98

r— | ENROLMENT IN COURSE REGISTRATION/ STUDENT SERVICES HEAL:rH SERVICES || REPRESENTATION
OF STUDY/TUITION CERTIFICATION {INFORMATION ON OF STUDENTS'
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| EuropEan UniON |
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E | Tasas de matricuiacion | |ID Tasas de registro 0 (D Tasas de registro ||O

F lo (D Droits dinscription D Droits d'insgription  ||ID Cotisation (o)

IRL [ Tuition fees (D Registration fees (D Registration fees D Registration fees |1 Registration fees
| M Contributi universitari || Tassa di iscrizione 0 , 0 (o]

L |0 0 0 0 0

NL {0 cotlegegeld o Co/iegegeld (o) (] (0]

A |0 0 o o) o)

P |0 Propinas WD Propinas + charges for||O 0 D Quotizagoes

certificates

FIN |O 0 0 (] (]

S |0 0 0 0 ®

UK |{(D Tuition fees O Tuition fees (D Tuition fees 0 0

| EFTA/EEA |

IS |0 (] (] (0] ®

u o 0 o ) -)

NO |0 0 0 o] o]

@D Services covered by fees and/or other payments O Ser'vices prov.idec‘i free and/or services requiring
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© Source: Eurydice.

Germany: a) Situation in 14 Lander, b) Situation in two Lander (Baden-Wrttemberg anq Berlin) in which regulations for

raising registration fees have been introduced. For health services, students entitled to as§|stance are generally covered by

their parents' health insurance or receive a specific grant in accordance with the\BAf6G (the Federal Law to promote

Education). ‘ B '

France: Institutions coming under the Ministry of Education can make additional charges for extra, |dent_|f|gd services. The

registration fee is accompanied by an examination or certification fee for some courses organised by ministries other than

i the Ministry of Education. o

- Ireland: Since 1996/97. tuition fees have been paid to institutions by the government on behalf of the majority of students.
Netherlands: An amount covering insurance costs is included in the standard monthly budget of students entitled to financial

* support.

. U:I':ed Kingdom: Until 1997/98, tuition fees were paid on behalf of the majority of students by the relevant authgrities. .

" Since 1998/99, students pay a contribution towards tuition fees, the amount of which varies with respect to their own

incomes, or those of their parents or spouses. !

_ Llechtenstein: Health care is separate. There is no student representative body. !

C.1. SUPPORT FOR A TARGETED GROUP OF STUDENTS

In Belgium, students receiving grants from the French and Flemish Communities benefit from a
reduction in fees (droits d’inscription/inschrijvingsgelden). In the French Community, universities also
provide reductions in droits d'inscription (which, in the Belgian context, include tuition as well as
registration fees) from their own funds for students with particular social problems. In the Flemish
Community, students from families with incomes that are low but above the limit for qualifying for a
grant also receive a reduction in fees, with the amount paid based on a family means test.

Q

BEST COPY AVAILABLE
ERIC ”

s



DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

In Spain, students receiving a grant paid for from the government's general budget are not required to
pay tuition fees. Exemption applies only to the tasas de matriculacién and not the tasas de registro.
Students from a large family receive exemption from or a reduction in fees varying according to the
number of children in the family; civil servants in the ministry and their children are entitled to free
enrolment at the National University for Distance Education, ‘and university staff can enrol their
children free of charge in the university in which they work. Universities also award a certain number of
free places, more particularly in the case of students obtaining a distinction in a course. For each
distinction obtained, students do not pay tuition fees for one course the following year.

In France, students receiving a state grant do not pay fees in state-sector universities and higher
education institutions. Some students, who apply on the basis of their personal situation, more
especially refugees or unemployed workers, can also be granted this exemption. The decision is taken
by the head of the institution in accordance with criteria set by the institution’s management committee
and up to a limit of 10% of enrolled students, excluding grant-holders.

In ltaly, students who receive grants or have been awarded a loan are wholly exempted by
universities. Students who are eligible for a grant or a loan but who do not obtain either because the
authorities lack the resources are also exempt from fees. In addition to the exemption of grant-holders,
universities may also, at their discretion, exempt other categories of student. Furthermore, tuition fees
are determined on the basis of general criteria set at national level, with a payment scale that takes
account of students’ social circumstances. The way the criteria are applied varies according to the
method of calculation established by each university. There is little difference between being exempt
or being placed at the lowest level of payment.

In Portugal, the Law of 1997 establishes a single fee for all students on a course for a first
qualification. The amount is substantially greater than that of previous years. Students in difficulty are
assisted, on the basis of family income, with study grants that are administered by the ‘social action’
services and cover fees as well as other expenses.

C.2. COMBINATION OF TARGETED AND WIDESPREAD SUPPORT

In Ireland,‘since 1996/97, tuition fees have been paid by the government for all undergraduate
students who have not repeated a year. The fees of ‘second chance’ students may also be paid.
Students eligible for a grant under the means-tested student support schemes do not pay registration
fees.

In the Netherlands, students entitled to financial support (the majority) pay statutory tuition fees (wettelijk
collegegeld) whose amount is fixed by the State. The monthly budget obtained by students includes an
amount to cover the payment of these fees. Financial support in the Netherlands comprises three
elements: the basic grant which is not means tested and is awarded to all students entitled to support; a
supplementary grant which is awarded to some of these students on the basis of a parental means test;
and a loan that any students entitled to support are free to contract if they wish. The sum of the three
elements constitutes the monthly budget. The basic grant and the loan constitute the universally
applicable share of support, whereas the supplementary grant represents its targeted share. Students not
entitled to financial support (including those whose entitiement has expired) pay institutional tuition fees
(instellingscollegeld) whose minimum amount is equivalent to that of statutory tuition fees.

In the United Kingdom, until 1997/98, tuition fees were paid for most students by the relevant
authorities, namely the local education authorities (LEAs) in England and Wales, the Education and
Library Boards (elsewhere abbreviated to ELBs) in Northern Ireland, and the Student Awards Agency
for Scotland (SAAS). These authorities paid the fees directly to the higher education institutions via the
grants system. From 1998/99, students have to pay a contribution towards tuition fees, the amount of
which varies with respect to their income, or that of their parents or spouse. This new system thus
provides for more targeted support.
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REGISTRATION AND TUITION FEES

FIGURE |.1.4: PUBLIC SUPPORT TOWARDS PAYMENT OF REGISTRATION AND TUITION FEES AND CRITERIA FOR ‘
_ _ EXEMPTIONS FROM OR REDUCTIONS IN THEM, - T
.. FULL-TIME UNDERGRADUATES, PUBLIC SECTOR OR EQUIVALENT, 1997/98. i !

s el L - 1

r TYPE OF FEES TYPE OF ASSISTANCE | CRITERIA
| Eumopean UnioN |
B fr Droits d'inscription Reduction French Community grant-holders
University grant-holders
B nl Inschrijvingsgelden Reduction Flemish Community grant-holders
Near grant-holders in the Flemish Community
DK (-): free education
D (-): free education
EL (<): free education
E Tasas de registro None
Tasas de matriculacion | Exemption State grant-holders
Civil servants )
Children of civil servants and institution employees
Tasas de matlriculacion | Reduction Children from a large family
Students who have obtained a distinction the previous year
F Droits d'inscription State exemption Grant-holders
Pupilles de la nation (war orphans)
Exemption by institution | Refugees, unemployed persons
IRL Tuition fees Paid for students by the | Students who are on their first undergraduate courses and
government not repeating a year
Registration fees Exemption Grant-holders
1 Tassa di iscrizione, Total exemption Grant-holders, and students who are entitled to a grant or
contributi universitari, loan, but do not receive one because of a lack of resources
tassa regionale per il (up to 10% of those enrolled), or seriously handicapped
diritto allo studio students
Total or partial Idem plus young mothers, ‘deserving’ students and
exemption at the students who have paid work
discretion of each
university or region
L Fees paid abroad Additional amounts for | Students having to pay fees above a certain amount
tuition fees (PPP/ECU 116 and PPP/ECU 2 323)
NL Wettelijk collegegeld The monthly support Students entitled to financial support
budget includes an
amount that covers the
ayment of fees
A (-): free education
P Propinas The grant includes an Grant-holders
amount for the payment N
of fees
FIN {-): free education
S (-): free education
UK Tuition fees Fees paid on behalf of | Full-time undergraduates following recognised courses or
students by the relevant | sandwich courses and not repeating the year
authorities until 1997/98
EFTA/EEA |
IS Registration fees None
LI Registration fees Exemption Variable, depending on institutions
NO (-): free education .

Source: Eurydice.
Belgium (B n!): Near grant-holders who receive no grant from the Community because family income only slightly exceeds
the maximum compatibie with grant entitiement, are partially exempt from the payment of registration fees.

Spain: The amount paid by individual students depends on the number of courses for which they are enrolled. Each course
represents a fixed number of credits depending on the number of teaching hours involved. (One credit corresponds to ten
hours of theoretical or practical teaching.) Tuition fees are based on a fixed amount per credit.

Luxembourg: The amount of financial support awarded to students is raised by the amount of their tuition fees up to a .
maximum threshold of PPP/ECU 2 323.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

The situation in Luxembourg and Liechtenstein must be considered separately, in so far as a great many
of their students study abroad. Luxembourg students abroad pay fees on the same basis as students from
the host country. Those paying fees above a certain amount have their financial support increased
accordingly up to a maximum threshold. In Liechtenstein, assistance towards meeting the cost of fees
paid to institutions within the country depends on the specific regulations of each institution. In Iceland,
there are no exemptions from payment of registration fees for courses within the country.

D. IMPACT OF FEES ON THE BUDGETS OF HIGHER
EDUCATION INSTITUTIONS

The effect of registration and tuition fees on higher education funding varies from country to country. In
Belgium, the level of fees is set by the government in both the Flemish and French Communities. In
the French Community, the revenue generated when these fees are paid is deducted from the general
revenue grant that the Community provides to the institutions. Any increase in fees therefore has a
direct, positive impact on its budget.

In the Flemish Community of Belgium and in the other countries, the fees represent part of the

institution’s own revenue and any increase in fees directly benefits the institution. The amounts are set

by the government in France and Portugal (in the public sector). In Spain, the levels of tuition fees are

established by the individual Autonomous Communities, or by the central government, while
~registration fees are fixed by the social council of each university.

In Spain and France, the government compensates higher education institutions for the loss of income
resulting from their exempting grant-holders from fees. On the other hand, there is no compensation
for any other exemptions granted by the universities or higher education institutions. In Portugal, since
1997/98, higher education institutions have received the entire amount of tuition fees.

In Italy, the tuition fees (contributi universitari) are set by the individual institutions according to the
student’s merit and social circumstances, judged against national criteria. In 1997, a maximum amount
was set. The overall amount paid by students in fees may not exceed 20% of the state contribution.

In Ireland, the level of tuition fees is set by the higher education institutions but, as mentioned above,
these are effectively free for all students on full-time undergraduate courses. The level of registration
fees, which is much lower than that of tuition fees, is set by the government.

In the Netherlands, the level of statutory tuition fees (wettelijk collegeld) paid by students entitled to
financial support is set by the government. The level of institutional tuition fees (instellingscollegeld)
paid by other students is set by institutions themselves.

In the United Kingdom, although the level of tuition fees is set by the individual higher education
institutions, the government determines the maximum level of reimbursement of tuition fees which the
relevant authorities can make to the institutions. From 1998/99, students are required to pay a
contribution towards the cost of their tuition fees, depending on their own, their parents’ or their
husband’s or wife’s income; the maximum contribution for 1998/99 is PPP/ECU 1 432.
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. Denmark, Greece and Luxembourg: Not applicable.

. EXPLANATORY NOTE

REGISTRATION AND TUITION FEES

E. LEVEL OF FEES AND OTHER PAYMENTS
AND PROPORTION OF STUDENTS RECEIVING SUPPORT

In countries in which students have to pay only a contribution to student organisations, its amount is
relatively low. Where registration or tuition fees are paid to the higher education institutions, there is
great variation in the levels of these fees. Amounts may vary according to the sector of higher
education (university or non-university) or the course of study. In Ireland, registration fees are the
same for all students, but tuition fees vary considerably according to the course of study and the
institution attended. In the Netherlands and Portugal, the fees are the same for students attending
both university and non-university institutions.

It is clear that the higher the fees are, the greater is the number of students receiving support.

The proportion of students who are (wholly or partially) exempt from fees is similar in Belgium, Spain
and France. It is significantly lower in Italy, where university contributions are established at the outset
for all students, according to family income. In this system, where the amounts are graduated
according to the income of the family, the number of exemptions is of little significance.

In three other countries in which fees are high, the numbers -of students receiving support are also
high. In Ireland, tuition fees are paid by the government for most students who must, however, pay
registration fees. Only grant-holding students are also exempt from paying registration fees. In
1996/97 in the Netherlands, 79% of all students in higher education received the basic grant. Among
these students, 31% received a means-tested supplementary grant. In the United Kingdom, until
1997/98, tuition fees were paid by the relevant authorities in most cases (over 90% of all
undergraduates). From 1998/99, and the introduction of means testing for the payment of these fees,
the proportion of students receiving assistance for their payment will be lower.

FIGURE |.1.5: PERCENTAGE OF STUDENTS EXEMPT FROM OR GIVEN ASSISTANCE TOWARDS THE PAYMENT OF
REGISTRATION OR TUITION FEES, FULL-TIME UNDERGRADUATES, PUBLIC SECTOR OR EQUIVALENT, 1997/98

NO SUPPORT 15-45% OF STUDENTS OVER 70% OF STUDENTS
EXEMPT OR RECEIVING RECEIVING ASSISTANCE
ASSISTANCE
CONTRIBUTION TO STUDENT ORGANISATION D, A, FIN, S, NO
REGISTRATION FEES F, IRL
TUITION FEES B, E IRL, NL, UK

Source: Eurydice.

i
i
Finland: Student union membership fees are only compulsory in the universities and are optional for students at the AMK |
institutions. ’ . : . l

The percentages of students with exemptions are shown merely as an indication. The figures include only
those students eligible under national or regional/'Community’ criteria. Students granted exemption by the .

" institutions themselves are not included. i
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FIGURE I.1.6: LEVELS OF REGISTRATION AND TUITION FEES AND OTHER PAYMENTS, FULL-TIME
UNDERGRADUATES, PUBLIC SECTOR OR EQUIVALENT, 1997/98. PPP/ECU

4718

" Source: Eurydice.
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Belgium (B fr): Fees are higher in the final year of study, to cover certification fees.

according to the Land. In two Lander (Baden-Wurttemberg and Berlin), regulations for raising registration fees have been
introduced.

R Ll us roeo-

- Germany: Fees are paid every semester and the amounts shown have been calculated on a yearly basis. The amount varies ‘

Spain: The amounts shown correspond to a year made up of 60 credits (600 course hours) for a first enrolment in a state- -
administered university. The seven amounts represent seven levels of course costs (level 1: medicine etc. to level 7: political

sciences. law, philosophy etc.). The fees increase for second and third enroiments and for doctoral courses.

France: The graph only shows the basic rate paid for most courses. Figure 1.1.7 shows the fees payable for other courses.
Private institutions delivering national qualifications are obliged to apply the same regulations as public ones. A reduced rate of

PPP/ECU 69 can be obtained for enrolment on a second course.
ftaly: The amounts vary from one institution to another.

- Netherlands: The monthly student budget calculated by the ministry to determine the level of support includes an amount to

- cover tuition fees (PPP/ECU 84 per month in 1995/96).
' Finland: Student union membership fees are only compuisory in the universities and are optional for students at the AMK

* institutions.

" EXPLANATORY NOTE

The amounts of fees and payments have been converted using purchasing power parities (PPP) based on the

. ECU. For the definition of PPP, see the definition of statistical tools at the beginning of the volume.
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FIGURE [.1.7: ANNUAL LEVELS OF FEES AND OTHER PA

PUBLIC SECTOR OR EQUIVALENT, 1997/98

YMENTS, FULL-TIME UNDERGRADUATE

S,

AMOUNT IN LOCAL CURRENCY

CONVERTED INTO PPP/ECU

MINIMUM MAXIMUM MINIMUM MAXIMUM
| __EurOPEAN UNION |
B fr Droits d'inscription - short courses BEF 5 630 BEF 7 319 (final year) 141 183
- long courses | BEF 11 261 BEF 14 639 (final year) 282 367
- university level BEF 26 500 664
B ni Inschrijvingsgelden  non-university BEF 2 000 BEF 16 217 50 406
university level | BEF 3 200 BEF 18 000 80 451
DK 0 0
D Administrative fees (per semester) 2xDEM40 | 2xDEM 60 2x18 | 2x27
gfevr;m, Administrative and registration fees 2 x (max DEM 60 + DEM 100) 2 x(73)
EL 0 0
E Tasas de registro ESP 2 000 15
Tasas de matriculacién (reformed programme) {unreformed prog d pr {ur P
—level 1. ESP 103 543 ESP 103 560 770 772
- level 2. ESP 100 366 ESP 100 380 746 749
- level 3. ESP 96 753 ESP 96 780 719 722
- level 4. ESP 85 253 ESP 85 380 634 637
- level 5. ESP 77 355 ESP 77 400 575 577
- level 6. ESP 66 282 ESP 66 300 493 494
- level 7. ESP 65 147 ESP 65 280 484 487
Droits d'inscription — Ministry of
F Educzlt(ijon (iaiic rate) v FRF 744 104
Vocational training From FRF 744 to 1 859 From 104 to 261
Healthcare training From FRF 744 to 1 728 From 104 to 243
Health insurance contribution FRF 975 137
IRL Registration fees IEP 150 208
Tuition fees IEP 1768 IEP 3 298 2 456 4 580
| Tassa d'iscrizione ITL 293 595 172
Tassa regionale ITL 120 000 ITL 200 000 70 117
Total (including the Contributi ITL 725 000 (Potenza) 424
universitari) ITL 4 250 000 (Milan) 2485
L 0 0
NL Statutory tuition fees NLG 2 575 1165
Institutional tuition fees Minimum NLG 2 575 1165
Membership fee for the Austrian
A students’ o:)ganisat:on (per semester) 180x 2 = ATS 360 2
P Propinas PTE 56 700 427
FIN Health services payment FIM 168 26
Total union membership fee FIM 323 FIM 551 51 86
S Union membership fee on average SEK 300 per semester 29
UK Tuition fees (classroom courses) GBP 750 1087
Tuition fees (laboratory courses) GBP 1600 2318
Tuition fees (medical courses) - GBP 2800 4058
EFTA/EEA |
IS Registration fees ISK10000 | ISK 25 000 120 | 300
Li Registration fees CHF 1500 677
NO Welfare organisation fee NOK150 | NOK 350 15 [ 35

) S——

Source: Eurydice.

Belgium (B nl), Spain, France, italy,
Spain: The amounts of registration and tuition fees shown in the table are ¢

Sweden and Iceland: Amounts for 1996/97. .
harged in universities under the responsibility of

the Ministry of Education and Culture. Fee amounts that have to be paid in other universities may vary slightly.

Finland: Student union membership fees are only compulsory in the universities and are ‘optional for students at the AMK
institutions.

EXPLANATORY NOTE
For the conversion of national currencies into PPP/ECU. see the definition of statistical tools at the beginning

of the volume.

&
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FIGURE |.1.8: PERCENTAGE OF STUDENTS SUPPORTED OR EXEMPT FROM REGISTRATION AND TUITION FEES,
' " FULL-TIME UNDERGRADUATES, PUBLIC SECTOR OR EQUIVALENT, 1995/96

TOTAL NO. OF STUDENTS NO. OF STUDENTS EXEMPT PERCENTAGE OF STUDENTS EXEMPT
B fr 135 440 32747 24
B nl 157 917 30 691 19
E 1505 611 280 963 19
F 1803 063 383 566 21
IRL 56 969 25715 45
| 1685 403 62 360 4
P 173 219 31105 18

. Source: Eurydice.

Belgium: The number of those exempt in the French Community includes the hclders of grants and students who receive a

. reduction granted by the institution (on an exceptional basis, in cases where there are particular social problems). Near
grant-holders in the Flemish Community whose fees are reduced are not included.

. Spain: The percentage of those exempt includes only the holders of state grants, and not students from large families. The

' student grant-hotders are not exempt from the tasas de registro.

- Ireland: Exemption from registration fees is shown here. Since 1996/97, the tuition fees of most students have been paid by

. the government to higher education institutions. 1995/96 was a transitional year in which the government paid half the tuition

fees of students on undergraduate courses in public-sector higher education institutions. The data refers to students in the

- third level publicly-funded university sector only.

" Italy: There was total exemption from payment of tuition fees for a maximum 8% of students enrolled in 1997/98 (9% in
1998/99 and 10% planned for 1999/2000). Students who are partially exempt should be added to this percentage. In
1997/98, the number of students exempt stood at 116 940.

Portugal: 1994/95 data. The percentage calculated for the public sector does not cover student semi-grant-holders who
were exempt from registration and tuition fees. but for whom the statistics are not available.

- EXPLANATORY NOTE

: Data relates to students attending higher education institutions covered by the present study (see the General
" Introduction).

F. SPECIAL CASES

In some countries (Belgium, Denmark, Germany, Sweden and Iceland), the system of registration and
tuition fees and other payments as described above is applicable to all recognised courses of study. In
the other countries, registration for some specific courses — those in private institutions, part-time
courses or courses for second or third qualifications — involves very high tuition fees. Figure 1.1.9
shows for each country the types of course for which such fees must be paid.

F.1. VARIATIONS IN PRIVATE STATE-RECOGNISED INSTITUTIONS

In some countries, private grant-aided institutions, i.e. institutions receiving government grants, have a
different funding model from state institutions. This is the case in France and Norway in so far as these
state-subsidised private institutions may charge much higher fees.

In France, the levels of tuition fees in such institutions, which are attended by 11% of students, are set
by the institutions themselves. As an example, the amounts requested varied between PPP/ECU
1404 and 8 927 in 1996/97. Grant-holding students attending these institutions are not exempt from
tuition fees. Reductions are awarded by the schools themselves, from their solidarity funds. In Norway,
students can obtain loans, whose maximum amount was PPP/ECU 1 869 in 1997/98, for the payment
of tuition fees which are very high in some subsidised private institutions.
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- FIGURE I,1.9: CONDITIONS FOR THE PAYMENT OF TUITION FEES FOR CERTAIN COURSES,

1997/98 | _
COURSES IN PRIVATE, STATE- PART-TIME COURSES . POSTGRADUATE COURSES
RECOGNISED EDUCATION
! EUROPEAN UNION
B 0 o 0
DK o] [o] [o]
D o o o
EL (=) [o] [o]
E o o bl
F o =) o
IRL o o o
| o) (=) [o]
L ) ) )
NL [o) (i1] o
A ©) 0 0 | 0
L o ) e
FIN o] {-) o]
S [o] [o] [o]
UK [o) o (1]
| EFTAEEA |
IS o o o
LI o 0] ()
NO o | 0 o 0
®  Higher tuition fees and/or no support o Similar cor?diFions as for.full-time undergraduates
L (see description on previous pages)

Source: Eurydice. }

' Spain: The amounts of fees set for each subject or for each credit are the same for both full-time and part-time students.

. Italy: Private institutions are grant aided. Reductions or exemption from fees exist for grant-holders in these private grant- '

! aided institutions. !

; Austria: In universities, there are no part-time courses, which are only possible in Fachhochschulen and Akademien. |
Finland: Private grant-aided institutions exist only in non-university higher education. They do not charge fees. !

i United Kingdom (SC): Tuition fees up to a maximum of PPP/ECU 3 637 (PPP/ECU 1 432 for teacher training courses) are

; Paid by the SAAS. Where the tuition fees charged are higher than the amount paid by the SAAS, the student is responsible

. for the balance of the fees. Whether part-time students pay fees depends on the course they are undertaking, the institution

i they attend and their income. i

In Portugal, in private and cooperative higher education — which involves about 36% of students — the
institutions do not receive direct funding from the government. Tuition and registration fees are one
element of the student grants and the maximum amount awarded is PPP/ECU 2 638. In 1996/97, very
few students in this sector received a grant (3.2%).’

In Spain, charges in private grant-aided and non-grant-aided education are similar. Students from
private grant-aided universities may receive grants and support from public funds made available to
their own institution, or from other private foundations. In private institutions, the tuition fees are
usually very high. These institutions also offer exemptions or reductions to, for example, students who
have achieved distinctions.

The single private institution in Liechtenstein receives no public subsidy, and charges high tuition fees.

BEST COPY AVAILABLE
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' The system of support for students in the private sector is currently undergoing reform.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

F.2. CONDITIONS FOR PART-TIME STUDENTS

On the whole, part-time students do not receive support for the payment of registration or tuition fees.
The situation of students in three countries deserves particular attention as the tuition fees can be
relatively high and the proportion of part-time students is also substantial (between 30 and 40%).

Thus in Ireland, part-time students have to pay tuition fees as well as registration fees. However, they
are entitled to tax relief on their tuition fees. In the Netherlands, part-time students must pay at least
PPP/ECU 566 in tuition fees and they receive no support. In the United Kingdom, universities are
autonomous bodies and individual institutions can make their own arrangements for the payment of
fees by part-time students. Part-time courses are often organised on a modular basis and fees may
then be charged according to the number of modules taken. Fees can also vary considerably
according to the course.

F.3. CONDITIONS FOR POSTGRADUATE STUDIES

Terms governing the payment of fees differ when students embark on postgraduate courses in all
countries in which institutions charge registration or tuition fees, except Belgium and France where the
forms of support and the amounts involved are both similar. In Belgium, the fees paid for a doctorate
are identical to those for a first degree (awarded after four or five years of higher education). In
France, fees are also identical for a second qualification, such as the maitrise. In the case of
registration for doctoral or research activities, they are slightly higher. In both countries, students
involved in such activities (known as ‘3rd-stage’ studies) who obtain a grant on the basis of social and
academic criteria, benefit from a reduction in fees (Belgium), or total exemption (France).

In Spain, the amounts paid are increased in the case of a second or third qualification. For a doctorate,
they are around three times higher than for a first degree. Students entitled to a grant under the
general state budget are exempt from tuition fees. In Italy and Portugal, registration and tuition fee
levels are identical for students on most courses. However, students embarking on ‘specialisation’
courses in Italy, or on a doctorate or other research-oriented studies in Portugal, pay fees at a level
fixed by the universities which themselves determine the conditions governing exemption.

In the Netherlands, students working for-a doctorate (Promotie) receive no state support, but are
generally employed by the institutions in which they are studying. This is also the case in Norway.

In Austria, students who are on undergraduate courses or working for a doctorate pay no fees. It is
only some courses for a second qualification that require the payment of fees ranging from between
PPP/ECU 726 and 14 534, for which students receive no state support.

In Ireland, postgraduate students do not benefit from the abolition of tuition fees in the same way as
those on undergraduate courses. But students who receive state grants are exempt from the payment
of such fees.

In the United Kingdom, tuition fees may be paid for postgraduate students by the relevant authorities,
or by one of the government-financed research councils (at standard rates). Students on courses for a
Postgraduate Certificate of Education, or undergoing initial teacher training, pay the same tuition fees
and receive support from the relevant authorities, in accordance with the same terms as those on
undergraduate courses.
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CHAPTER 2
GRANTS AND LOANS

This chapter sets out to analyse cash support to students funded by the public authorities, subject to
certain conditions, in the 1997/98 academic year. In order to provide more reliable comparisons, it
focuses primarily on the main financial support system in the form of grants and loans to students on
undergraduate courses. This approach stems largely from the explanation, in the General Introduction,
of the way courses are organised. For beyond undergraduate level, course structure varies
considerably, with the result that comparisons are of little value. Nevertheless, outline information on
additional support during study for a second qualification or doctorate is provided in other chapters.
The two main forms of support examined here are grants (which do not have to be repaid by students)
and loans (which do, after their period of study). In the present analysis, only grants and loans
intended to contribute, at least partially, to the subsistence of students, are considered. Financial
support meant solely to cover tuition fees is not dealt with here, as it is examined in Part |, chapter 1
on registration fees and the costs of tuition. Family allowances paid out in some countries are also a
somewhat special form of cash support. Given their particular characteristics, they are covered in
Part I, chapter 3 devoted to family cash benefits. Yet other forms of direct money payment to students
(to help with accommodation and transport for example) also exist, but are less widespread. They will
be considered in Part |, chapter 4 dealing with other social benefits.

The award of scholarships or prizes associated exclusively with academic merit is a further type of
financial support available in some countries for selected groups of students. Usually, as in Greece,
Spain and Portugal, it is not earnings-related, but awarded following the completion of courses, on the
basis of individual student attainment. Furthermore, the characteristics of this kind of support, as well
as the terms governing its award, are generally determined by the institution or the organisation that
grants it. Variations within a given country are such that any international comparison is very difficuit
indeed. The present comparative analysis does not therefore examine scholarships, prizes or other
kinds of entittement linked to merit.

The analysis is thus devoted essentially to the main systems of grants and loans. It will examine the
various components of such support, whether offered separately or in combination, as well as the
administrative levels at which it is managed, the conditions governing its award and continuation,
specific provisions relating to the repayment of loans, the extensiveness of support with respect to the
relevant student population and, finally, the amounts awarded in different countries.

Within most countries during the 1997/98 academic year, the same system of support was applicable
to all students in higher education — or, more specifically, following recognised courses of study, as in
the United Kingdom — regardless of the institution at which they were enrolled. Exceptions, however,
were Greece and lreland (although, since 1998, conditions governing the award of grants in lreland
have been identical for students in university institutions and those at professional or technical higher
education institutions). In Portugal where over a third of all students attend private and ‘cooperative’
schools, the grants system was extended to them in 1996. However, public support was already
awarded before then to financially poor students in this sector in the form of a contribution to the
payment of tuition fees.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

A. COMPONENTS OF STUDENT GRANTS
AND/OR LOANS SYSTEMS

The financial support for students in the Member States of the European Union and the EFTA/EEA
countries may be regarded as a continuum ranging from exclusively grants-based systems to
exclusively loans-based systems such as the one in Iceland. Their different situations are summarised
in Figure 1.2.1. Grants are the most widespread form of support, but many countries also offer loans
that are guaranteed and/or subsidised by the State.

In most countries in which loans are obtainable, they are an integral part of support and, together with
grants, constitute a combined system. The two components are usually awarded on similar terms, and
only students entitied to a measure of support in the form of a grant may acquire a loan in order to
supplement it. In most combined systems, students are generally free to decide whether they will
accept the supplementary loan entittement. An exception to this is in Germany where students eligible
for financial assistance are obliged to receive a grant and a loan in equivalent proportions regarded as
an integral support package. In some countries, however, the systems of grants and loans are
separate and operate independently of each other. The conditions governing their award may also be
different. Students not entitled to a grant may be eligible for a loan. In France, where the loans system
is separate, students entitled to a grant cannot obtain the loan known as a prét d’honneur. As section
E.1. will make clear, the wide latitude enjoyed by students results, in many countries, in significant
variations in the proportions of those who use loans to supplement their grants, or apply for loans as
an entirely separate element. In the Flemish Community of Belgium, Greece, Spain, Ireland, Austria
and Portugal, only grants are available. In three countries, the proportion of students with a loan is
very small indeed, standing at less than 1%.

—— — =

. FIGURE . 2 1 COMPONENTS OF GRANT AND/OR LOAN SUPPORT TO STUDENTS ON UNDERGRADUATE 1
: SRR T RAe *"'- COURSES, 1997/98 . o R

GRANTS ONLY MAINLY GRANTS, WITH GRANTS AND LOANS LOANS ONLY

SEPARATE LOANS (TO LESS
THAN 1% OF STUDENTS) SEPARATE A COMBINED
ARRANGEMENTS SYSTEM
BnlEL,E, IRL, A, P Bfr,F,I UK DK, D, L, NL, IS
FIN, S, LI, NO

Source: Eurydice.

Netherlands: Two main elements of the support system are the basic grant and the supplementary grant. They are
allocated in the form of a conditional loan. known as prestatiebeurs, which is convertible into a grant on the basis of student -
performance. An ordinary loan, which cannot be converted into a grant, is also available to supplement the basic and/or the
. supplementary grant. !
Portugal: The 1997 law provides for government support in the form of a loan repayable at a low rate of interest that has to
. be regulated, and is not yet operational. Only a few ad hoc urgent loans have been awarded by the ‘social action’ service. !
i United Klngdom The situation will be entirely changed from September 1999. Maintenance grants will be fully replaced by i
! loans. I

. lceland: Grants are solely avanlable for postgraduate studies. BEST COPY AVA“.ABLE _
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GRANTS AND LOANS

Figure 1.2.2 provides the same information in the form of a map. It reflects an apparent division
between countries in the north-east and those in the south-west as regards the inclusion or otherwise
of loans in the student support system. However, it should be noted that in most countries which solely
or mainly provide grants, the introduction of a loans system is under discussion or has been
considered, as the historical analysis of past reforms makes clear (Part il, chapter 1). Portugal has
introduced a state-subsidised loan system for students which has not been implemented. in France,
the introduction of the loans system in 1991 is considered to have been a failure. In Greece, loans for
university students introduced in 1991 were abolished in 1995. Finally, in Spain, an experimental loans
scheme was devised in 1996, together with guidelines for its introduction, but the system has not yet
been adopted.

?? FIGURE |.2.2: THE VARIOUS COMPONENTS OF GRANT AND/OR LOAN SUPPORT ?
Fé . TO STUDENTS ON UNDERGRADUATE COURSES, 1997/98 1
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B. SOURCES OF PUBLIC FUNDING AND MANAGEMENT OF
THE MAIN GRANTS AND/OR LOANS SYSTEMS

From the standpoint of government expenditure, loans represent a form of support that, all other
things being equal, is less costly than grants, since beneficiaries repay at least the capital. However,
the share of the cost borne by the authorities may vary. Section D describing the terms of repayment
shows that, in order to avoid the undesirability of students incurring excessive debt, interest on loan
repayments is, in general, at least partly covered by the appropriate public-sector budget, while
repayment itself is deferred until students have completed their courses and indeed, in most cases,
until they are earning a salary felt to be adequate.

Among countries offering public-sector loans in 1997/98, three main categories may be distinguished
as follows:

o Those in which the government simply underwrites loans awarded by the financial sector generally
at the ongoing commercial rate of interest, as in the case of Finland and Norway (with the
government in Norway, however, assuming responsibility for interest due during the period of
study).

» Those whose governments both underwrite loans, and subsidise a share of the interest on them by
applying preferential rates during the whole period set for repayment, or a fixed period. This applies
to the French Community of Belgium, Denmark, Luxembourg, Sweden, and Liechtenstein (if the
loan is repaid between six and 15 years after the end of studies). In the Netherlands, the interest
rate is based on the rate for government loans, but with an additional percentage point of 1.15 to
offset possible defaulting on repayment. In Iceland, the rate of interest is not government
subsidised. The State contributes to the public fund concerned and annually fixes the interest rate
(of between 0 and 3%) that the student has to pay in addition to the amount determined by the
capital index. :

e The government or responsible public authority underwrites the loan and pays all interest on it, as
occurs in Germany, France, in the case of the préts d’honneur, ltaly, the United Kingdom, and
Liechtenstein (if the loan is repaid within six years). In Liechtenstein, students repay only the capital
value of the loan. In the United Kingdom, interest rates are indexed to inflation and adjusted each
year in line with a consumer price index, so that the sum repaid is roughly equivalent to the amount
borrowed.

Besides loans that are underwritten and/or subsidised by the State for students on undergraduate
courses, two countries (Denmark and Germany) have specific loan arrangements intended solely for
students who, for whatever reason, are no longer entitled to conventional support. The aim is to
enable them to complete their studies. The terms for repayment of these loans are generally less
advantageous. Loans may be administered by the private sector, with a greater proportion of the
interest rate liable to be borne by the student. Finally, in most countries, banks offer loans to students
who can find a guarantor and prove they are likely to be able to repay the amount borrowed.

In Figure 1.2.3, countries are classified in accordance with both the administrative level of the principal
budgetary source of funding for the main forms of grant and/or loan support (central government or
regional authorities), and the level of the body responsible for managing and distributing them. Three
main management levels are identified here, namely national or central level, regional or local level,
and institutional level.

69

56



Q

ERIC

Aruitoxt provided by Eic:

GRANTS AND LOANS

FiGURE 1.2.3: PUBLIC FUNDING AND MANAGEMENT OF THE MAIN FORMS OF GRANT AND/OR LOAN SUPPORT TO
STUDENTS ON UNDERGRADUATE COURSES, 1997/98

FUNDING WHOLLY OR MAINLY FUNDING WHOLLY OR MAINLY FROM
FROM THE CENTRAL BUDGET REGIONAL AND/OR LOCAL BUDGETS
CENTRAL/NATIONAL LEVEL | B (B fr, B nl), DK, EL, E (for the Autonomous
Communities without full powers}, L, NL, P (private
and 'cooperative’ institutions), FIN (grants), S, UK
(loans and, in Scotland, grants), IS, LI

REGIONAL OR LOCAL LEVEL | D (Landen), E (for the Autonomous Communities with | E (Basque Region), | (Regions})
full powers), F, IRL, A, UK (grants), NO
INSTITUTIONAL LEVEL | P (public sector)

FIN (universities)

MANAGEMENT AT

Source: Eurydice.

Belgium: The Community is regarded as the central level. Each Community decides on the share earmarked for financial
support in its education budget. In addition to the conventional grants system, each Community pays subsidies to the
universities and hautes écoles/hogescholen (non-university higher education courses) so that they can organise social
services and allocate grants to some students.

Denmark: The institutions receive and check applications. They pass them to the State Education Grant and Loan Scheme
Agency which registers applications and pays out grants and loans.

Germany: 65% of funding comes from the federal budget, and 35% from the Lander which implement the law iaid down by
the federal government. Financial support bureaux supervised by the Lander have been set up in universities and other
institutions.

France: Support (grants and préts d'honneur) are funded by the State on the basis of decisions by the Rectorats (areas for
educational administration throughout the country that are responsible to the Ministry of Education). The money is handed
out by the 30 Centres Régionaux des Oeuvres universitaires et scolaires (the CROUS. or public regional centres for student
services). Since 1989, some communes award from their own resources a ‘minimum student income’ to higher education
students enrolled within their area for at least three years. The amount varies with student income (family support and. in
certain cases, grants). Finally, local and regional authorities award grants on a small scale.

Ireland: The Department of Education reimburses the local authorities the total sum they allocate as grants, less a flat rate
contribution for which they are responsible.

Italy: Grants are funded solely from regional budgets that derive partly from tax on registration fees. A share of the amount
comprising loans is state funded. From 1997/98, the State will also contribute to the grants budget.

Luxembourg: For the share of support awarded as a loan, students freely choose their credit-awarding agency, to which
the State makes a direct contribution.

Finland: Student unions may award their members small short-term low-interest-rate loans. Each university has a financial
aid committee for handling the applications and making the decisions.

United Kingdom: Although the relevant authorities in England, Wales and Northern Ireland may at their own discretion
award grants to students on courses for which there is no mandatory grant entitlement, the number of such awards in
1997/98 was very low. The government also awards higher education institutions an ‘access fund’ enabling them. in
accordance with very specific terms. to allocate grants to students unable to obtain the mandatory grant. Maintenance
grants will be completely replaced by loans with effect from the 1999/2000 academic year.

Support from public monies in most cases, therefore, derives directly from the national and/or central
budget, while the general terms for award and financial criteria are determined at this level. In a
minority of countries, grants/loans are funded wholly or partially from regional budgets. This applies
mainly to Germany in the Lander, the Basque Region of Spain, which exercises full powers, and italy
in which the regions are very largely responsible for the funding and management of support. In
Ireland, the local authorities make a small contribution to the funding of grants from their own
resources.

As Figure 1.2.3 also illustrates, the management and distribution of support may be spread across
several administrative levels. In the few countries in which the regional and local authorities contribute
substantially to the funding of support, they also manage and distribute it. Elsewhere, administration is
the task either of the central level, or carried out by the relevant authorities at regional or local levels.
These administrative levels may be services or agencies which are essentially branches of central
government (France, Austria, Finland, Sweden and Norway), or fully devolved authorities (like the
Autonomous Communities with full powers in Spain, the local authorities in Ireland and the Local
Education Authorities in the United Kingdom). Less frequently, the institutions of higher education
themselves constitute the main administrative and management level. This is the case in Portugal {in
its publicly-maintained higher education institutions), in Finland, and in the United Kingdom for access
funds. :
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C. CONDITIONS FOR THE AWARD
OF A GRANT AND/OR A LOAN

This section describes the main conditions that have to be satisfied for the award and continuation of
public-sector financial support in the form of grants and/or loans. The most widely encountered
conditions will be examined first. Those linked to nationality or residence in the case of foreign
students will be considered in Part |, chapter 6.

C.1. GENERAL CONDITIONS

General conditions linked to student status are applicable everywhere. All countries require that
holders of grants and/or loans be enrolled in a recognised higher education institution, or on
recognised courses. In most countries, support is limited solely to full-time students. However, there
are exceptions in several countries in which the notion of a ‘regular student’ is not conceived in terms
of full-time or part-time status. In some countries, beneficiaries have to be students on an

- undergraduate-level course for the first time. This means that they must not already hold a higher

education qualification of the same level as the one on which they are embarking when they apply for
support. In general, the countries concerned correspond to those that wholly or mainly offer grants.
Finally, in Norway, the share of support in the form of a grant is awarded only to students living away
from the home of their parents.

FIGURE |.2.4: GENERAL CONDITIONS GOVERNING THE MAIN FORMS OF GRANT AND/OR LOAN SUPPORT TO
STUDENTS ON UNDERGRADUATE COURSES, 1997/98

FOR GRANTS FOR SEPARATE LOANS FOR GRANTS AND LOANS COMBINED
ENROLMENT AT A RECOGNISED All countries . All countries All countries
HIGHER EDUCATION INSTITUTION
AND/OR ON A RECOGNISED
COURSE OF STUDY
SOLELY FULL-TIME B fr, B nl, EL, E, F, IRL, |, UK B fr, UK, IS D, DK, NL, L, FIN
ENROLMENT FOR A FIRST Bfr,B nl EL,E, F, IRL, A, P, UK
QUALIFICATION
MINIMUM PERIOD OF STUDY DK, NO: 3 months,
D: 6 months
NL: 1 year,
FIN, LI 2 months
S: 2 weeks
SOLELY FOR STUDENTS NOT NO (grants share)
LIVING WITH THEIR PARENTS

Source: Eurydice. !

France: The conditions laid down for the state-funded préts d’honneur are the responsibility of the Rectorats. Each has its
own (social and university) criteria for allocation, which are not therefore shown in the table. These loans are somewhat
selective and often allocated for postgraduate courses.

Austria: Students cannot be employed part-time for over 50% of a normal full-time working schedule, or earn more than
ECU 290 a month if they are to retain their grant entitlement.

Sweden: Part-time students receive support at half the normal full rate.

United Kingdom: In specified cases, students on part-time courses of initial teacher training may be eligible for awards.

C.2. MEANS-TESTED SUPPORT

With the exception of the award of ordinary loans in Luxembourg, the Netherlands and the United
Kingdom, all countries have established means testing for the award of financial support in the form
of grants and/or loans. Support is intended either for students with the lowest incomes (in terms of
family income and/or the income of the student alone), or for most students, by fixing the maximum
student income for eligibility at a fairly high level. The most widespread model is one in which no grant
and/or supplementary loan is obtainable if net income is higher than a maximum upper limit, and in
which, on the other hand, the full amount of support is awarded when income is equal to or less than a
fixed minimum. Many countries provide for a set of intermediate categories in which the amount of

BESTCOPYAVAILABLE s 67



Q

ERIC

Aruitoxt provided by Eic:

GRANTS AND LOANS

support is diminished as income rises. In Denmark, the Netherlands, Finland and Sweden, students
who earn more than the ‘authorised amount’ have to pay back the sum that exceeds their entitlement,
at the end of the year. Some countries also distinguish between students in accordance with whether
or not they live with their parents. The amount allocated is higher if students do not live with their
parents, in the Flemish Community of Belgium, Denmark, Germany, Luxembourg, the Netherlands,
Finland, the United Kingdom, Liechtenstein and Norway. In Norway, students resident with their
parents are not entitled to receive support in the form of a grant. If students in the Flemish Community
of Belgium, ltaly, Austria and Portugal are enrolled at institutions far from their official place of
residence and therefore live temporarily close to their institutions, they may receive an increased
amount. In the United Kingdom, support is weighted for study in London. These particular conditions
are described in greater detail in Chapter 4 dealing with social benefits.

FIGURE |.2.5: MEANS TESTING TO DETERMINE THE AWARD AND AMOUNTS OF THE MAIN FORMS
OF GRANT AND/OR LOAN SUPPORT TO STUDENTS ON UNDERGRADUATE COURSES, 1997/98 o

AWARD OF SUPPORT LINKED TO THE AWARD OF SUPPORT LINKED TO [ AWARD UNRELATED TO INCOME
INCOME OF STUDENTS AND THEIR PARENTS STUDENT INCOME ALONE
(UNTIL THE AGE OF AROUND 25)
GRANT OR LOAN AMOUNTS FIXED NL (supplementary loan)
{RRESPECTIVE OF INCOME ) UK (loans)
GRANT OR SEPARATE LOAN B.EL, E, F, IRL, |, NL (for the NL (for the basic grant),
AMOUNTS DECREASE AS INCOME supplementary grant), A, P, UK FIN (65% grant
RISES (grants) maximum),IS, NO (28% grant
maximum)
A FIXED TOTAL AMOUNT OF L (50% grant maximum} L (supplementary loan)
SUPPORT WHOSE GRANT/LOAN
PROPORTIONS VARY WITH INCOME
THE TOTAL AMOUNT DECREASES AS | D (50% grant), DK (over the age of 20),
INCOME RISES, WITH THE LI (55% grant) S (28% grant)
GRANT/LOAN PROPORTIONS
REMAINING UNCHANGED

Source: Eurydice.
France: Students who receive a grant are not entitied to the prét d*honneur, which is awarded by the académies with
reference to variabie criteria. The social circumstances of students are frequently taken into account. |
Ireland: Only the income of students is taken into account if they are aged over 23, or if they live away from the home of |
their parents. i
Italy: Student grant-holders are not entitled to loans. i
Luxembourg: Students not entitled to the grant share because family income is too high may apply for the total amount of
support in the form of a loan. |
Austria: Where it is recognised that students have been fully self-supporting for at least four years while earning a minimum .
income of ECU 6 395, only this income is taken into account.

Finland: The amount of grant and housing supplement decreases when the amount of income increases, but the loan
amount stays the same. As a result, the relative proportion of the loan increases. !f the income of students exceeds the fixed
threshold, they are no longer entitled to either a grant or a loan.

United Kingdom: Grants are only parental means tested if students are aged less than 25, or if they have been married for
less than two years before the start of the academic year for which they are applying for support. If they have been married
for longer, the income of the husband or wife is taken into account instead of parental income. The grants system is being
abolished with effect from 1999/2000. i
Norway: If student income exceeds a certain maximum limit, in the first instance the grant share of support diminishes. If .
grant entitlement is non-existent because the income is altogether too high, then the loan is diminished. :

Most countries consider students to be dependent on their parents generally until the age of 25,
unless they have started families of their own. Means testing thus covers the entire family unit.
Exceptions are Denmark, Sweden, Finland, Iceland and Norway. In these countries, from the age of
20 at most, only student income is means tested. Support is awarded up to a fairly high maximum
income, as a result of which a greater proportion of students is eligible for it. In Finland, parents are
still considered to some extent responsible for their children. If young people live with their parents
(few of them do so0), the amount may be increased where families have very low incomes, but cannot
be decreased in the case of those with high incomes.

In Luxembourg, where loans supplement grants, the relative proportions of grant and loan are
determined in relation to both the income of students and their families. Consequently, the higher the
income, the less support students receive proportionally in the form of grants, although they may
receive a greater proportion as a loan. Where students are not entitled to any grant share because the
income of their parents is too high, they can obtain the entire amount of support as a loan.
Arrangements in the Netherlands are similar. The basic grant (basisbeurs) is determined solely in
relation to student income for which there is a rarely exceeded upper limit. But the supplementary
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grant (aanvullende beurs) is only awarded to students whose parents have an income less than a
certain maximum level. A supplementary interest-bearing loan may be taken out by all students
irrespective of parental income. The maximum amount that may be borrowed thus depends on the
amount of the supplementary grant.

In Denmark, Germany, Sweden, Iceland and Liechtenstein, in which the graht/loan proportion is a
constant, the total amount of support is gradually reduced if family and/or student income exceeds a
certain maximum amount. The amounts of grant and loan each therefore diminish accordingly.

Some countries which consider that declared income is not really a reliable basis for deciding on the
award of support take into account additional indicators of the resources of families, such as the value
of their homes or property (Flemish Community of Belgium and Spain), or non-taxable income
(Luxembourg). In ltaly since 1997, declared income has been corrected to take account of property. In
Portugal, rules for verifying the extent of financial resources have been drawn up. Since September
1997, in accordance with the law, student applicants for the award of grants are required to complete
a signed declaration that includes a statement of family income, proof of which has to be submitted on
request.

Because, in Greece and Italy, a high proportion of students are eligible for a grant for economic
reasons, while only limited resources for public funding are available, students in the lowest income
groups who receive support, are selected also on the basis of merit assessed, at the outset, with
reference to their final upper secondary school results. In Italy, where students from underprivileged
economic backgrounds receive priority in the award of support, those enrolling at university for the first
time have to have completed the end of secondary schooling with marks over 70%. At present, almost
20% of students entitied to a grant with respect to the low family income criterion, do not in fact
receive one.

C.3. AGE LIMITS

Many countries impose a maximum age limit, either for making first-time applications for support, or
for eligibility to receive it as a grant and/or loan. Very few countries specify a minimum age for support,
since this is generally determined automatically by the notional duration of schooling prior to entry into
higher education. In general, age limits are identical for the two kinds of support, except in the United
Kingdom where an upper age limit is fixed for loans only, simply to ensure that there will be sufficient
time for their repayment.

Upper age limits vary enormously from one country to the next. Thus in the Netherlands, only students
under 27 may receive financial support in the form of a grant (prestatiebeurs). Above that age limit,
student finance is awarded solely as loans. In Sweden, the limit is as high as 45 years of age and, in
Norway, no less than 65.

FIGURE |.2.6: AGE LIMITS FOR OBTAINING THE MAIN FORMS OF GRANT AND/OR LOAN SUPPORT TO STUDENTS
ON UNDERGRADUATE COURSES, 1997/98

FOR GRANTS FOR SEPARATE LOANS FOR GRANTS AND LOANS COMBINED
MINIMUM AGE E, IRL, FIN (age 17) DK (age 18)
UPPER AGE LIMIT FOR MAKING | B fr (under 35), F (under | UK (under 50), D (under 30)
AN INITIAL APPLICATION 26), A (under 35)
UPPER AGE LIMIT FOR NL (under 27) S (under 45),
OBTAINING SUPPORT NO (under 65)
NO AGE LiMIT Bnl, EL, |, P, UK F, IS DK, L, LI

Source: Eurydice.

Germany: The law provides for certain exceptions. In the new Lander, a transitional measure enables the upper age limit to
be extended in the case of older people whose educational opportunities are recognised as having been compromised.
France: Students cannot discontinue their course after an initial application for support. and still receive a grant.
Netherlands: Students aged 27 or over may continue to receive student finance for as long as they continue their study
without a break. However, they can no longer receive it as a performance grant, but solely as a loan.

Austria: In September 1998, the age limit was lowered to 30. It may be raised to 35 in exceptional cases.

Portugal: In November 1997, the age limit still applicable in the private sector was abolished.

Sweden: Over the age of 45, support may be continued under exceptional circumstances.
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C.4. STUDY PROGRESS AND ATTAINMENT

Normal progress through the successive stages of courses, as well as their satisfactory final
completion, are conditions for obtaining all or some support in the form of a grant in all countries. The
majority of them require that either students satisfactorily complete each year of their course, although
some countries allow students to repeat a year without withholding their grant, or that they finish their
entire course within a predetermined number of years. Most countries resolve this issue by limiting
grant support to a given number of years. Figure |.2.7 compares the time limits set by various
countries for grant and/or loan support to students on undergraduate courses.

PSS N - — e e

FIGURE I 2 7 TlME_LIMITS FOR RECEIPT OF THE MAIN FOHMS OF GRANT AND/OR LOAN SUPPORT TO
STUDENTS ON UNDERGRADUATE COURSES 1997/98 z
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NO LIMIT FOR 1 OR 2 YEARS BEYOND THE NORMAL LENGTH THE NORMAL LENGTH OF COURSES, A FIXED NUMBER OF YEARS,
SEPARATE LOANS | OF COURSES, FOR GRANTS OR GRANTS AND SOLELY FOR GRANTS OR GRANTS AND IRRESPECTIVE OF THE COURSE
LOANS COMBINED LOANS COMBINED CONCERNED
B fr, F, UK One further year: E, 1, L, A, LI, NO B (B fr, B nl), D, F, IRL, UK. DK (6 years),

NL (4 years + 3 years for loans), S (6 years),

Two further years: P FIN (between 45 and 65 months, IS (5 years)
depending on the course),
One-year awards renewable: EL

Source: Eurydice.

Denmark: Normal period of studies (generally five years) plus one year.

Netherlands: The maximum period for obtaining support corresponds to the nominal length of studies — in most cases, four
years. Beyond this period, students may continue to receive a loan for three years. |
Austria: For each phase of studies, the period may be extended by a semester. Courses are generally divided into two
phases. |
Portugal: In accordance with a decision of 7 August 1998, a new ruling stipulates that, during one of these two._further
years, students have to obtain minimal positive results if their grant is to be maintained. The results required are calculated
in a way that takes into account the number of courses during a semester and the theoretical duration of studies. j

Figure 1.2.7 shows that all countries impose a time limit fdr support to these students. In some of them,
the time limit is not restricted to the award of grants. The progress of students is actively monitored.
Thus in Belgium, France, Ireland and the United Kingdom, the grant is maintained only following
satisfactory completion of the preceding year. In the case of failure, support is discontinued while the
year is repeated. Students thus receive support corresponding to the normal length of their courses.
Satisfactory completion of the year is not a sufficient criterion in Greece and Italy. Here, for budgetary
reasons, the decision to continue or discontinue a grant to a student is taken annually, with grants
awarded only to those who obtain the best results in the previous year's examinations. In the French
Community of Belgium, as well as in France and the United Kingdom, students no longer entitled to
grants because they have failed to satisfactorily complete a year, are entitled to loans. In France, an
individual allowance similar to a grant may be awarded on an exceptional basis to students who are
no longer eligible for support, and in financial hardship. These grants are awarded by the CROUS
(public regional centres for student services). In the United Kingdom, students who do not complete
their courses may be obliged to repay any maintenance grants received for periods subsequent to
discontinuation of the courses concerned.

In Germany, support covers a period corresponding to the maximum notional period of the studies
undertaken. All students may claim their entitlement to it, as long as they obtain satisfactory academic
results. After four semesters, they must provide evidence that they have continued their courses in a
normal fashion, if they are to continue to receive support. They are not expected to supply any more
precise information regarding their academic performance. '

In Spain, Luxembourg, Austria, Liechtenstein and Norway, students may be supported for one year
longer than their normal period of study, thereby enabling them to repeat one year without losing their
financial assistance. At the same time, the progress of students in Spain and Austria is monitored. To
receive a grant in Spain for the forthcoming year, students have to obtain the average mark required
taking performance in all subjects into consideration, and not fail in more than one. In the second
semester in Austria, students must pass at least 10% of their minimum course workload (usually
between 14 and 22 hours a week).
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Furthermore, if they do not obtain half the marks (or standards) required, they must repay their grant.
In Portugal since 1997/98, students may retain their grant entitlement for two years beyond the
nominal length of their course, for the purpose of completing their studies satisfactorily. Previously
they were unable to obtain support for years that had to be repeated.

Finally, Denmark, the Netherlands, Sweden and Iceland each limit the total number of years or the
period during which support is available. As in the case of countries that award support solely for the
normal duration of courses, the arrangement is a major incentive to students to complete each year
satisfactorily. In Denmark, students have to attend courses and pass their examinations in order to
retain their entitiement to support. A further year's entitement is allowed in cases of partial failure
provided they sit the exams. In Finland, Sweden and Iceland, on the other hand, student progress is
monitored, and only those who have satisfactorily completed a minimum proportion of their course
workload, or obtained a minimum number of credits retain their entitiement. For example, in Iceland,
loans to students are reduced if, during their six-monthly assessment, they have not passed
examinations corresponding to the full-time workload. Further loans are withheld from students who do
not pass in at least 75% of their regular course workload, until the requirements are met.

In the Netherlands, the share of support in the form of grants is closely linked to student performance.
In the former so-called ‘speed grant’ (or tempobeurs) system still applicable to students who began
their courses before 1996/97, grants to them are converted into loans if they do not obtain at least
50% of total marks at the end of the year. In 1996/97, the emphasis was shifted, and students enrolled
since then receive a conditional loan (or prestatiebeurs) that may be converted into a grant.
Conversion occurs in accordance with two requirements. The first is that, at the end of their initial year,
students obtain at least 50% out of their total possible study marks for the year (a minimum 21 out of
42) in which case the loan support they have obtained is transformed into a grant with no need for
repayment. After that, students have to complete their courses within a maximum six-year period for
the remainder of their conditional loan entitlement to be similarly converted. Students who have
obtained at least 10 study marks in their first year, and then satisfactorily complete their entire course
in four years get a second chance: their first-year loans are converted into grants. If these conditions
are not respected, support to students is treated as an interest-bearing loan. These terms apply both
to the basic grant and the supplementary grant awarded with respect to parental income. The share of
ordinary loans in support is not convertible into grants in the case of satisfactory academic
performance. In Sweden, students must complete at least three-quarters of their annual course
workload to retain their entitlement to support.

Over and above these general rules, periods of entittement may be extended for exceptional reasons
(including illness, maternity, etc.) in Austria, Finland and Sweden. Under certain legally recognised
circumstances in Germany, students who have not completed their courses in the normal period (after
changmg subject for example) or have failed their final examinations, may continue to receive
combined grant and loan support for an appropriate period. In the French Community of Belgium, an
institution may decide to award a social subsidy to students who repeat a year, in accordance with its
own terms. Where a year is repeated in France, it is possible to receive individual support on an
exceptional basis, or a prét d’honneur. In Luxembourg, students may have their period of support
extended subject to the approval of an advisory committee.

Some countries reward students who complete their course on time. For example, if students in
Germany do so at least two months before it was normally supposed to end, with a result among the
top third of students, part of their loan is converted into a grant. In Luxembourg, students who
satisfactorily complete a first university course within the normal period plus a maximum further year
receive a single special grant on request. In Liechtenstein, students receive a supplement to their
grants for each year of successfully completed study.

Finally, in Norway, a proportion of loan support is converted into a grant for students who have passed
their exams in courses normally lasting at least five years, |rrespectlve of the time taken to complete
them.
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D. SPECIFIC CHARACTERISTICS OF LOANS

Characteristics of student loans subsidised and/or guaranteed by the State, which were available in
1997/98, vary markedly from one country to another. In analysing them, there are two major
considerations, namely the responsibility for interest payments and the conditions governing
repayment.

As mentioned at the start of the chapter, public loans for students may be awarded with or without
interest payments for which they are responsible. Loan interest paid by students may be either partly
state-subsidised and set at a rate less than that of the market rate or, alternatively, simply underwritten
by the State. Interest rates borne by students vary from one country to the next. In Luxembourg and
Iceland, they are relatively advantageous whereas, in the Netherlands, Sweden and Norway, in 1997,
they were greater than 5%. In the United Kingdom, student loan repayments are not interest-bearing,
but are increased in relation to inflation using a consumer price index (around 2.7% in 1996/97).

Furthermore, in countries where loans carry interest borne by students, this support may or may not
include an interest-free period during the normal duration of their courses. Figure 1.2.9 describes the
situation in each country from this standpoint, highlighting two major groups of countries. In the first,
students pay nothing during their courses, with the State assuming responsibility for all interest-related
expenditure. This is the situation in the majority of countries. Naturally, this group also includes
countries that award interest-free loans (Germany, France, Italy, the United Kingdom, and
Liechtenstein in the case of the majority of students). In the second group, students pay all or some of
the interest on their loan while they are still studying. This applies to Denmark, Luxembourg and
Finland. These situations are summarised in the table below (Figure 1.2.8).

FIGURE |.2.8: INTEREST RATES BORNE BY STUDENTS AND THEIR OBLIGATIONS IN THIS RESPECT DURING
: UNDERGRADUATE COURSES, 1997/98 '

INTEREST-FREE

CAPITAL INDEX AND/OR INTEREST

INTEREST RATES EQUALTOOR [ ]

LOANS RATES LESS THAN 4% GREATER THAN 4%
TOTAL OR PARTIAL REPAYMENT L FIN
DURING STUDIES
NO REPAYMENT DURING STUDIES | D, F, I, LI UK, IS B fr, DK, NL, S, NO

Source: Eurydice.

Belglum(B nl) Greece Spain, lreland and Austna Not applicable.
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FIGURE 1.2. 9 LOAN INTEREST RATES AND THE PERSONAL CONTRIBUTION OF STUDENTS T0 THEIR PAYMENT

i ) DURING UNDERGRADUATE COURSES 1997/98“_

ANNUAL INTEREST RATE

1

INTEREST PAYMENTS DURING STUDIES

B fr

| _EUROPEAN UNION
4% on the balance remaining due. o

[ None

B nl

(]

DK

State loan: After the completion or discontinuation of study, the
annual interest rate corresponds to the minimum rate of the Bank
with an additional percentage (1% maximum) set each year. In
1997, the annual rate of interest due was 3.25%

4% interest rate borne by students during
their courses.

Interest-free loans.

)

)

)

The préts d’honneur: Interest-free loans.

[

)

Interest-free loans.

)

2% borne by the student, and the rest by the State.

Twice a year during studies.

5.67% in 1997.

Interest is charged during the period of study,
but repayment begins two years after its
completion.

)

)

FIN

Bank interest at the market rate. For loans awarded before 1992,
the government annually sets the maximum interest rate that
banks can request (6% in 1997; 5.1% in 1998).

Students assume entire responsibility for
interest on loans, and automatically receive
additional credit from banks to cover such
payments during their courses.

Interest fixed annually by the government
(6% in 1997and 5.4% in 1998).

During their courses, students pay no
interest. However, the loan amount to be
repaid after the studies are finished increases
with the interest, along with additional
administrative expenses.

UK

Government Loan Scheme: Interest-free loans Annual adjustment
of the capital amount with respect to a consumer price index
(2.7% in 1997).

No payment during studies. Repayment
starts in the month of April following the end
of the period of study or as soon as the
minimum income required for repayment is
achieved.

T EFTA/EEA

Maximum interest rate (between 0 and 3%) fixed by the
government (1% in 1997). Capital repayment linked directly to the
price index and recalculated annually.

Students pay no interest during their courses.
Payment begins two years after their
completion.

LI

0% if loans are repaid within six years; otherwise, 3.5%.

The State pays all interest during the period
of studies.

NO

4.8% in 1997.

The State is responsible for interest
payments during the normal period of
studies. Students start to pay interest one
month after their period of study or the award
of support.

Source:

Eurydice.
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Figure 1.2.10 shows, for each country concerned, the main characteristics of loan repayment after the
period of study. They include the time allowed for repayment, and the extent to which income or other
individual circumstances may affect the terms of repayment.

Fiaure |-2_-10f CONDITIONS GOVERNING THE REPAYMENT OF LOAN CAPITAL FOLLOWING UNDERGRADUATE

sTuDY, 1997/98.

- Sattonad B =
I BEGINNING AND FREQUENUY UF HEPAYMEN| PERIUU INCUME-RELATED SPECIAL PROVISIONS
REPAYMENT CONDITIONS
| _EUROPEAN UNION |

B fr From 1 October of the third or fifth years 5 years (in ten instalments) None. A fixed amount for every A 12% interest rate for failure to
following the end of secondary education, six months. pay every 6 months. Advance
for ‘short’ and ‘long’ university courses, repayment possible.
respectively. From 1 April of the year
following discontinuation ot studies.

Frequency: every six months .

Bnl |()

DK State loan: One year after their period of A maximum of 15 years. Possible postponement and/or
study and/or the discontinuation of studies. reduction of the debt under
Frequency: every two months. special recognised

circumstances, such as
unemployment, itiness,
maternity, etc.

D 5 years following the maximum normal A maximum 20 years in monthly Repayment subject to minimum Advance repayment possible.
period for the award of support. instalments of a minimum fixed earnings.

Frequency: monthly. amount.

EL (=)

E -)

Conditions for the repayment of préts | Maximum 10 years. Conditions vary from one | Académies have similar

d'honneur are the same everywhere, but académie to another. conditions but the criteria used

the conditions for award vary from one vary from one year to another
year to another and from one académie to and from one académie to
another. another.

IRL -)

| One year after the period of study and not | A variable period depending on The maximum amount due
before obtaining employment. agreements reached between cannot be more than 20% of

Regions and banks. income.

L 2 years following the completion or 10 years. It is possible for the government
discontinuation of studies. to extend deadlines and/or
Frequency: monthly. assume entire or partial

responsibility for repayment
under exceptional
circumnstances.

NL Repayment becomes compulsory afteran | A maximum 15 years following Repayment is income-related. If the person concerned is
initial maximum two-year period with effect | the initial two-year period. There is a fixed monthly minimum | unable to repay an entire loan
from the January following the completion amount. after 15 years, the debt is
or discontinuation of studies. cancelled.

Frequency: monthly. Where the income is very low,
the monthly minimum may be
lowered with respect to the
actual income in question.

A (=)

P ()

FIN Since 1992, the beginning of repayment Since 1992, the state guarantee Assistance with interest
has been determined by agreements has been limited to 30 years. payments possible in the case
reached between students and the banks. | Repayment period varies with the of unemployment, maternity or

banks concerned. national service. In case of
failure to repay, the State takes

For loans awarded before 1992, a over responsibility for

14-year maximum period (twice reimbursing and collecting bank

the normal length of studies} and loans. Under exceptional

the frequency is every 6 months. circumstances (permanent
disablement, etc.), the State
may assume partial or entire
responsibility for reimbursing
bank loans.

S At the earliest, in the January falling at No fixed time limit. Repayment amounts are income- | Postponement where the period
least six months after the period of study Variabte in accordance with linked and cannot exceed 4% of of studies is extended.
and/or the award of support. individual ability to repay. income two years earlier. Cancellation in the case of
Frequency: monthly, or every three Repayment cancelled at the age permanent disablement.
months, as students wish. of 65.

UK From the month of April following the end Between 5 and 7 years Amounts to be repaid take Repayment may be postponed
of studies, solely if the person has an {maximum). account of the level of income. if income in the preceding year
income equal to or greater than the Debts are cancelled after 25 With effect from 1998/99, newly is less than 85% of the average
stipulated minimum. years. enrolled students will repay their national income. In the new
Frequency: monthly. Cancellation after the age of 50 Ioans entirely on the basis of their | system starting in 1998/99 for

for those who completed their income after graduation. newly enrolled students,
courses before the age of 40. Repayments will be collected by repayments will be suspended if
employers on behalf of the tax gross annual income is less
authorities and will not begin until | than GBP 10 000 (PPP/ECU
gross annual income is over 14 320).
GBP10 000 (PPP/ECU 14 320).
r—Source: Eurydicej
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FIGURE 1.2.10 (CONTINUED) CONDITIONS GOVERNING THE REPAYMENT OF LOAN CAPITAL FOLLOWING

UNDERGRADUATE STUDY 1997/98

.

BEGINNING AND FREQUENCY OF

REPAYMENT PERIOD

INCOME-RELATED

SPECIAL PROVISIONS

the award of support.

Usually 15 years.

REPAYMENT CONDITIONS
| EFTA/EEA |

1S 2 years following award of the degree. Before 1992: 40 years. The first annual payment is a Possible exemption from annual
Frequency: every 6 months. Since 1992, there has no longer fixed amount. The second is a repayment in the case of

been a maximum time limit. supplementary amount iliness, unemployment,
dependent on the previous year's | extensions to the period of
income. study, prejudicial family
circumstances, or insufficient
income.

LI A maximum 3 years after obtaining A maximum 15 years; most Annual repayments may be
remunerated employment. persons repay loans in six years reduced in case of entry into a
Frequency: annual. without any interest.  ~ religious order or formal

humanitarian or social
commitment.

NO Ten months after the period of study, or A maximum 20 years. Exemption from interest

payments may be possible in

Frequency: quarterly. case of illness, increased family
responsibilities, unemployment
or extensions to the period of
study. Postponements are
possible in the case of

economic hardship and very

low incomes.

Sod;ce: Eurydicem

Repayment of the loan usually begins one or two years after award of the degree, except in Germany
where it begins five years later, and in Liechtenstein where it begins at least three years after the
borrower has obtained remunerated employment. Payments are, monthly, six-monthly or annual, with
a maximum period for repayment laid down in many countries. This period ranges from just five years
in the French Community of Belgium and in the United Kingdom, to 20 years in Germany and Norway.
There is no maximum period in Sweden or Iceland. Failure to respect the six-monthly repayment
schedule in the French Community of Belgium results in a fairly high penalty interest rate.

The amount to be repaid at each deadline depends on the value of the loan, the rate of interest and
the length of the period for repayment. Some countries have established a minimum amount, while in
others there is a maximum sum. For example, in Italy and Sweden, the amount is income-related and
cannot exceed a given percentage currently fixed at 20% and 4% respectively. In Iceland, on the other
hand, only part of the amount repaid annually is proportional to income. In most countries, it is
possible to defer repayment during national service, and in the case of unemployment, certain family
circumstances or where income is considered inadequate. Under exceptional circumstances, the State
may also decide to assume temporary responsibility for interest payments, or even to cancel the debt.

Although loan characteristics tend to vary considerably among countries, it is possible to identify links
between conditions for the award of loans and their financial characteristics. The interest-free loans
offered by countries such as Germany, France, Italy and Liechtenstein are meant for students from
low-income families. By contrast, in most of the Nordic countries and the Netherlands, where the vast
majority of students are entitled to support and in which loans often constitute a significant proportion
of it, interest rates are in general relatively high, though not in Iceland. In these countries, repayment
periods tend to be longer reaching 15 years or more, and also reflecting the level of the debt to be
repaid.

Long periods for repayment, interest payments borne totally or partially by the State, opportunities for
postponement or even the cancellation of debt in cases of recognised need, all help to account for the
sometimes heavy financial burden of loans on public expenditure. As will be discussed in Part II,
chapter 2, these difficulties, along with the problem of former students in debt, constitute an important
economic issue that has been taken into account in the reform of financial support over the last 20
years, as well as in current debate on the introduction of loans.
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E. COVERAGE AND THE VALUE OF GRANTS AND LOANS

E.1. COVERAGE

In Figure 1.2.11 indicating the percentage of students in receipt of support among the total number on
undergraduate courses, grants and loans are shown separately. In most countries, the two kinds of
support may be awarded jointly, and some students receive them. The total percentage of students
supported cannot therefore be calculated by simply adding the two figures together. However, in
Germany, the combination of a loan and a grant in equal amounts is compulsory. The number of
students obtaining a loan thus corresponds to the number of those who have received a grant.
Another exception is France where loans are only available to students who do not hold a grant.

In the preparation of Figure 1.2.11, students awarded support have as far as possible been grouped
together with all students who satisfy the general requirements for entitlement to it — and particularly
the condition that they should study full-time where required and be on undergraduate courses.

FIGURE I 2 1 1: PERCENTAGE OF FULL-TIME UNDERGRADUATE STUDENTS RECE|V|NG GRANTS OR LOANS
1995/96.
100 E 100
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Source: Eurydice.

Belglum (B fr, B nl): Only grants awarded by the Communities.

Germany: Only support awarded under the BAfSG. It is received as an integrated package with half in the form of a grant.
and half as an interest-free loan.

Greece: The AEl and TE!

France: Only grants awarded on the basis of social criteria (academic grants awarded in accordance with social and
university criteria are excluded. as are those for the preparation of competitive examinations for the civil service).

Ireland: Only university students. including postgraduates. '

Italy: Government has planned for a regular increase in the number of grants for the period 1997-2000. in 1998/99. the
proportion rose to 6%, with 8% forecast for the year 1999/2000.

Netherlands: Students receiving basic grants only. For non-university higher education, part-time students are included in
the total student population.

Austria: Students at universities, Fine Art Colleges (Fine Art Universities since 1998) and Fachhochschulen.

Portugal: Given that student grants in the private and ‘cooperative’ sectors have only been fully available since 1996/97 (the
first year in which over 1% of these students received support), the statistics for Portugal cover public-sector higher
education only. Students on higher education courses at Polytechnic institutions are included. with the exception of those on
Cursos de Estudos Superiores Especializados (CESE) which last for one or two years following the Bachareiato. The latter
account for around 3% of all students.

Finland: University students.

United Kingdom: In England and Wales. mandatory awards are granted by the Local Education Authorities (LEAs), in
Northern ireland by the Education and Library Boards (ELBs) and. in Scotland. by the Student Awards Agency for Scotland
(SAAS).

Iceland and Liechtensteln: including students abroad and postgraduates.

EXPLANATORY NOTE

Unless otherwise indicated. the ratios are obtained by dividing the number of full-time students receiving
support in the form of, respectively, a grant and/or a loan, by the total number of full-time undergraduates in
higher education. Students on undergraduate courses who are not (or no longer) entitled to normal support for
economic reasons, or as a result of unsatisfactory academic performance or other circumstances, are included
in the total popu/at/on
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Two main groups of countries may be distinguished in Figure 1.2.11, namely those that target their
support at a small proportion of students, generally from families with fewer resources, and those that
award financial assistance to most students. The Nordic countries, the Netherlands (in the case of the
basic grant), Ireland and the United Kingdom belong to this second group which, Ireland apart, also
includes countries in which loans are an important part of the support system. On the other hand,
countries mainly offering grants tend to support a smaller proportion of students (under 25%).
Germany constitutes an exception in this group in which coverage is less extensive, since support is in
the form of a single package with an equivalent share of grant and loan elements. It should also be
noted that, in some countries, as in the case of the French Community of Belgium, France and ltaly,
the number of students who receive a loan is so low as to be almost negligible.

E.2. AMOUNTS OF SUPPORT

The maximum individual amounts of grants and/or loans are generally meant to cover the cost of
subsistence during the period of study (10 months a year) or all 12 months in the year, textbooks and
other study materials, accommodation expenses if students no longer live with their parents and travel
expenses if they study abroad. Additional sums may also be awarded to students who have parental
responsibilities or are disabled. There is a maximum amount of support, sometimes equal to the
minimum wage, which cannot be exceeded, except in Iceland where there is no upper ceiling on
loans. In the French Community of Belgium, Greece, ltaly (until 1998/99), Austria and Finland, where
student support is not automatically adjusted each year in relation to the rise in the cost of living, it
may become insufficient to satisfy all normal student requirements. In Austria, however, the grant is
adjusted to take account of inflation every two or three years.

Given the major variations in the amounts awarded to individual students, in accordance with different
criteria, such as income, place of residence and the year of study, not all possible patterns of support
can be indicated in detail. For this reason, it has only been possible to calculate a single average
amount based on total public-sector expenditure by the number of those receiving support. This is
shown in Figure 1.2.12.

Depending on the country concerned, the average provides a more or less reliable indication of what
the typical student beneficiary receives. In Spain, in particular, the average is distorted by the fact that,
among the recipients, the great majority have obtained relatively little support for textbooks or the
repayment of tuition fees, while only a very small proportion (15%) have had a subsistence grant. In
the Netherlands, the average amount includes not only the basic grant received by the great majority
of students, but also supplementary grant amounts awarded to just under a third (31%). In France,
where loans are awarded by the Rectorats, their real amounts may vary considerably on either side of
the average as given.

Furthermore, in some countries — Luxembourg, the Netherlands, Portugal, the United Kingdom,
Iceland and Liechtenstein — the average amounts of student support awarded to students in 1995/96
also included the payment of tuition fees. However, as already indicated in Chapter 1, major variations
exist between countries in the amount paid in tuition fees by the students who are supported.

The average value of support tends to be lower in countries where it is not meant to cover the entire
cost of living (Belgium, Greece, Spain, France and Portugal). Germany constitutes an exception,
because of the equivalence of the average grant and loan amounts, which is itself attributable to the
compulsory principle of a single integrated package. On the other hand, levels of support tend to be
relatively higher in countries where there is a combined system of grants and loans. Among them,
differences may be observed in the relative scale of the grant compared to the loan. Thus in Denmark
and Finland, the average grant amount is substantially higher than that of loans. When awards are
calculated in both countries, the grant share accounts for over half of the support, so that students
take out smaller loans. The opposite applies to Sweden, Norway and, to a lesser extent Liechtenstein.
In the case of Sweden and Norway, the grant proportion fixed in the conditions for award is less than a
third of total support. Students who need to supplement their grants therefore borrow higher amounts.
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FIGURE 1.2.12: AVERAGE ANNUAL AMOUNTS OF GRANTS AND LOANS BY STUDENT BENEFI-CIARY -
(N PPP/ECU), 1995/96
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Source: Eurydice.

Belgium (B fr, B nl): Only grants awarded by the Communities.
Germany: Only support awarded under the BAf6G. This support is in integrated form with half of it as a grant, the other half
as an interest-free loan.
Greece: The AEl and TE!.
France: Only grants awarded on the basis of social criteria (academic grants awarded on the basis of social and university
criteria (CROUS) are excluded, as are those for the preparation of competitive examinations for the civil service)
Ireland: Only university students, including postgraduates. Grant amounts include all grants, scholarships, awards and fees.
Italy: Because there are very few loans, the amounts have not been calculated.
Luxembourg and Norway: 1996/97 data.
Netherlands: The average amount of loans is calculated with respect to the loans actually awarded.
Austria: Students at universities, Fine Art Colleges (Fine At Universities since 1998) and Fachhochschulen.
Portugai: Given that student grants in the private and ‘cooperative’ sectors have only been fully available since 1996/97 (the
first year in which over 1% of these students received support), the statistics for Portugal cover public-sector higher
education only. Students on higher education courses at Polytechnic institutions are included, with the exception of those on
Cursos de Estudos Superiores Especializados (CESE) which last for one or two years following the Bacharelato. The latter
account for around 3% of all students.
- Finland: The average amounts of loans given are from the statistics of the Centre for Student Financial Aid (KELA), and
- refer to university students in receipt of ordinary study support in 1995/96
United Kingdom: In England and Wales, mandatory awards are granted by the Local Education Authorities (LEAS), in
Northern Ireland by the Education and Library Boards (ELBs) and, in Scotland, by the Student Awards Agency for Scotland
- (SAAS).
" Iceland and Liechtenstein: Including students abroad and postgraduates.

EXPLANATORY NOTE

The ratios are obtained by dividing the total amount awarded in grants and loans respectively. by the number of
students receiving support in the form of each.

The average value of student loans is particularly high in Iceland. This is partly because there is no
fixed upper limit on loan amounts, and also because of the large number of students abroad who
receive additional assistance for their travel expenses, possible registration fees and accommodation
expenses.

Finally, as will be shown in the contextual analysis in Part |, reductions in state contributions to loan
interest payments in several countries tend to discourage students from taking out loans, and lead
them to borrow less than the maximum amount to which they are entitled.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

F. SUMMARY

In considering as a whole the main characteristics of different systems of support in the form of grants
and/or loans as examined above, several groups of countries may be distinguished mainly in terms of
the coverage of support, the existence of loans and, finally, the effect of family income on support
(particularly grants). In this latter respect, parents are expected to help support their children when
students if their income enables them to do so. The maximum amount of support is thus intended for
families with fewer resources, and the number of students assisted is smaller. In other systems, only
students’ own incomes, as well as those of their spouses in certain instances, are taken into account
once they are above a specified earnings threshold, with the result that nearly all students are able to
benefit from financial support.

A AL IS

13: CLASSIFICATION OF COUNTR!ES IN TEHMS 0|= THE COVERAGE OF GRANT AND/OR LOAN

SUPPORT, AND 'STUDENT DEPENDENCE ON FAMILY INCOME, 1997/98 _ |
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LIMITED COVERAGE BROAD COVERAGE
r GRANTS GRANTS AND LOANS GRANTS AND/OR LOANS LOANS
DEPENDENCE B,EL,E,F,|, D IRL, UK (grant), LI
ON PARENTAL INCOME | NLL (supplementary grant), A, P
NO DEPENDENCE DK, NL (basic grant and loan), | UK, IS
ON PARENTAL INCOME FIN, S, NO
Source: Eurydice.

The first group consists of countries in which parents are supposed to help their children when
students, and in which the coverage of financial assistance paid directly to students is limited, applying
to less than a quarter of them. The least extensive coverage is in Greece and Italy in each of which
only around 3% of students are supported. The students themselves are not supposed to contribute to
the financing of their studies by borrowing money. Few of the countries concerned offer loans, except
Germany where the support is in equal grant and loan proportions. As will be explained in Part |,
chapter 3, support to students — which is targeted with respect to their family income — goes hand in
hand with family or tax allowances for most parents of students, except in the Netherlands, where the
supplementary grant allocated on a limited basis is offset by the basic grant awarded to the great
majority of students.

In the second group, coverage is broader, although parents are also supposed to contribute to
financing the cost of living of their children. This is reflected in the existence of grants whose amount
depends on family income. In Ireland and the United Kingdom, however, there are no longer
deductions or benefits for families with the aim of offsetting this contribution once their (student)
-children are aged over 18. Furthermore, recognition that each student should contribute to the
financing of his or her own studies has led to the introduction of loans as an element of support in the
United Kingdom.

The third group consists mainly of the Nordic countries and the Netherlands (for the basic grant), in
which students are considered to be financially independent. Parents receive no govefnment
deductions or benefits for their student children (see Part |, chapter 3), and family incomes are not
taken into account in determining student entitlement to support. In Iceland, only the incomes of the
spouses of students, where applicable, are taken into consideration. Thus the great majority of
students receive substantial financial state support. In these countries, loans account for a significant
proportion of it.
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CHAPTER 3
CASH BENEFITS AVAILABLE
TO FAMILIES WITH STUDENT CHILDREN

All Member States of the European Union and the EFTA/EEA countries have introduced systems of
provision in terms of cash benefits and/or tax relief to cover part of the cost borne by parents in
bringing up their children. These systems do not necessarily reflect the same intentions on the part of
the respective governments, and there is not generally any direct connection between the overall
amounts provided and the real cost of rearing children. They are nonetheless proof of a political will to
associate collective responsibility with family responsibility in relation to the upbringing of children and
the costs arising therefrom.

A fair number of countries stop this form of cash support for families either at the end of the child's
compulsory education or when the child reaches the age of 18, i.e. the age of entry to higher
education. Some, on the other hand, continue it, attaching additional conditions and/or altering the
amounts involved.

This support may take the form of either direct payments to the families of students (in family
allowances) or decreased amounts paid by families to the public authorities (equivalent to a tax
savings). In the first case, families receive a greater amount of money from the State whereas, in the
second, they pay less to it.

It should be noted that, while arrangements for family allowances are in general fairly similar in the
various countries, tax relief may assume different forms, including tax allowances, tax exemptions, tax
credits, and systems of increasing points as a basis for the calculation of relief.

This chapter describes the various forms of tax relief for dependent persons and the family allowances
relating to the student population covered by this study, and attempts to evaluate their significance.

Support in the form of family allowances or tax relief is awarded, respectively, to all parents of young
children and all parents who are taxpayers, including, therefore, students who are themselves parents.
In this case, it goes to them in their capacity as parents, rather than as students, and is not awarded to
them alone. For this reason, it will be considered no further here.

A. TAX RELIEF FOR DEPENDENT STUDENT CHILDREN

A.1. DEFINITION OF TECHNIQUES

Tax systems can incorporate various provisions, all of them tantamount to a form of financial support
for students or the persons who provide for them. These provisions are not mutually exclusive.

A.1.1. Types of tax relief

Tax allowances and exemptions for dependent children

Income tax is generally calculated in accordance with the taxable capacity of the individual, i.e. on the
basis of some assessment of the income available.

Taxable capacity is different from gross income because part of the latter is used to acquire goods
essential to existence, and governments have decided that it should not be taken into account in
assessing the means available to the taxpayer on which tax can be levied. Taxable income (i.e. the
amount used as the basis on which tax is calculated) is therefore assessed by eliminating from gross

income a number of charges regarded as inevit;eip!’ﬁ,{a}1 or essential.
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This is achieved either by means of a tax allowance, which involves reducing gross income by a
certain amount, or through increasing by a certain amount the income levels at which the taxpayer

- passes from one tax rate to another. This second method is generally used to take account of

expenses confronting all taxpayers, whereas the technique of tax allowances is used more in relation
to expenses with which only certain categories of taxpayer are involved.

In certain countries, governments have recognised that having a child in higher education constitutes
a charge justifying a reduction of taxable income by a certain amount to take account of the expense
that maintaining such a child represents.

Taxpayers subtract a certain amount from their gross income, their taxable income is reduced and the
tax payable is consequently less. They thus effect a saving which, without being a visible transfer from
public funds to students (or to students' families), is nonetheless a form of financial support for
students. Tax exemption is the same operation, except that it affects one or more initial income bands,
rather than the highest, without altering the points in the scale of gross income at which there is a
transition from one tax rate to the next.

Given that income tax is progressive', rates of taxation rise with the transition from one income band
to the next. Consequently, a lump sum tax allowance does not represent equivalent support for all
taxpayers, since those with the highest incomes secure a greater tax savings. This phenomenon does
not occur in the case of tax exemptions because the initial income bands are the same for everyone,
so that two households with the same number of dependent children achieve the same tax savings.

Increase in the number of tax portions, decrease in the rate of taxation

Taxpayers are entitled to increase the number of their ‘tax portions’ by a certain number of points for
every person dependent on them (including their children and, in some cases, parents). They then
divide their taxable income (i.e. gross income less total deductions) by this number of portions. The
result is the family quotient (quotient familial) which directly determines the average rate of taxation. In
a tax system based on proportional assessment, all other things being equal, the greater the number
of portions, the lower the family quotient and, with it, the average rate of taxation and the tax payable.

An alternative approach, similar to the foregoing, is to make taxable income subject to a different rate
of taxation in accordance with the number of the taxpayers dependants (calculating this rate with
respect to the different rates applicable in income-related progressive taxation). Thus, the greater the
number of children dependent on the taxpayer, the lower the rate of taxation and, consequently, the
lower the actual tax due, assuming all other parameters are held constant.

Tax credits

A tax credit is a sum of money that the taxpayer is allowed to deduct from the amount of tax payable.
As a rule, this sum is not income dependent. In some cases, where the taxpayer's income is below the

tax threshold, or the amount of tax payable is less than that of the credit, a direct cash transfer can be

made to the taxpayer.

The tax credit system is an attempt to remedy the apparently anti-redistributive/regressive nature of
tax allowances.

Although their origins are quite separate, tax credits (awarded simply by means of a tax reduction, as
opposed to a direct transfer) are closer.-in their effects to outright grants than to traditional tax
allowances.

' The great majority — if not all - European tax systems are progressive in the sense that the proportion of taxable income taken
by the government increases as income increases.

Each successive band of income attracts a higher rate of tax. Thus, logically, for any tax allowance granted, the tax saving will
be greater, the higher the level of taxable income.

The table below, using fictitious figures, illustrates this:

Taxpayer Gross income (in ECU} Marginal tax rate | Tax saving (in ECU) resulting from a deduction of ECU300 ]
- _ 10 000 2% — o — - 60 =]
B 40000 60% 180 —

Taxpayer B has a substantially higher income than A and therefore has a higher marginal rate of tax. Consequently, the same

y
lk\l‘c reduction in taxable income will result in a greater tax saving for B than for A although A has the lower income.
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A.1.2. Lump sum amounts or amounts based on real expenditure

Lump sum amounts

Tax allowances and exemptions and also lump sum tax credits consist of statutorily defined amounts
considered to be approximately equivalent to the expense actually incurred by the taxpayer. This
involves fixing a sum, which is the same for all taxpayers, whatever their actual expenditure. The
amount of this sum may nevertheless vary according to how many children in the family are in higher
education.

Amounts based on real expenditure

The tax allowance or tax credit based on actual expenditure involves an obligation on the taxpayer to
provide supporting documentation in relation to certain specific expenditure. Here, taxpayers are
allowed to deduct from their taxable income, or tax payable, all or part of the expenses necessarily
incurred in the education of persons who are their dependants. The amounts deducted will depend on
actual expenditure on the basis of receipts supplied as proof of purchases. It follows that, the greater
the outlay of taxpayers for their children, the greater will be the amount of the tax allowances,
exemptions or credits and, by the same token, the greater the level of support 2

A.2. CONDITIONS OF ELIGIBILITY

The tax authorities restrict the possibilities of tax relief to certain families, according to conditions
related to their student dependants. ’

In all the countries under consideration, the requirement for a student’s income to be below a set level
is a minimum condition in order to qualify as a dependant. This level is fixed according to criteria that
vary from country to country. In addition to this common feature, further restrictions may be applied, as
shown in Figure 1.3.1. The most common condition is an age limit, but some countries have stricter
conditions. Moreover, all the conditions laid down must be met at the same time for the taxpayer to be
eligible for the tax benefits.

Figure 1.3.1 provides a summary of this information for the countries concerned.

Spain also imposes conditions on taxpayers. They must be resident on Spanish territory and have
gross annual income equal to or above ESP 1 100 000 (PPP/ECU 8 203).

2 1t should be noted that tax allowances calculated on the basis of actual expenditure have a doubly anti-redistributive effect.
< The first is the same as that explained in the previous footnote, resulting from the progressive nature of taxation, while the
.second stems from the fact that better-off families spend more of their resources on bringing up their children than less well-off
Q families, so that they obtain a larger deduction than that received by the latter. This effect is admittedly partly cancelled out by
E MC the ceiling on the amount of expenses that can be deducted.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

FIGURE 1.3.1: CONDITIONS TO BE MET BY STUDENTS IN HIGHER EDUCATION TO ENABLE THE TAXPAYERS ON

WHOM THEY ARE DEPENDENT TO QUALIFY FOR TAX ALLOWANCES/EXEMPTIONS OR TAX CREDITS, 1997

| CONDITIONS REGARDING DEPENDENT STUDENTS

[ EUROPEAN UNION

B »  Be part of a household on 1 January of the tax year.
» __Not have a personal income above a certain ceiling.
. Be under 27 years old.
EL |® Be under 25 years old.
» _ Beregistered in a recognised institution, in Greece or abroad.
e  Be under 30 years old.
*  Be the child or grandchild of the taxpayer or his/her spouse.
E |« Besingle.
e  Be living at home with the taxpayer.
* Income in the previous year not to have exceeded ESP 908 880 (PPP/ECU 6 778).
F ¢ Be under 25 years old.
I e  Be under 26 years old.
» _Income in the previous year not to have exceeded ITL 5 500 000 (PPP/ECU 3 205)
L . Be under 27 years old, except in the case of medical courses.
e  Be under 26 years old.
*  Income in the previous year not to have exceeded ATS 3 740 (PPP/ECU 254) a month (with the exception of
A holiday months, for which there is no income ceiling).
*  Have been registered in higher education for not more than a year longer than the normal duration of the
course.
e  Beunder 25 years old.
P *  Be the child, stepchild or adopted child of the taxpayer.
. Income in the previous year not to have been above the national minimum salary.
». _Not be regarded as an independent taxpayer. -
EFTA/EEA
LI |+ Be adescendant of the taxpayer. - -

Source: Eurydice.
Denmark, Netherlands, Finland, Sweden, United Kingdom, |celand and Norway: Not applicable.

Spain: 1996 data. -

Ireland: Tax retiet exists for some students enrotted in private institutions and for part-time students. but they are a minority.
ltaly: Data for the period prior to 31 December 1997. Since 1 January 1998, the conditions have been as foliows: the

student shoutd be a child of the taxpayer and living with him or her or, irrespective of age, be recewing an ailowance from
the taxpayer. and have an annual income of tess than ITL 5 500 000 (PPP/ECU 3 205).

EXPLANATORY NOTE

For the conversion of national currencies into PPP/ECU, see the definition of statistical tools at the beginning
of the voiume.

A.3. METHODS OF APPLICATION

Bringing together the points described in section A.1. above, Figure 1.3.2 sets out the systems adopted

by the various countries.

FIGURE |.3.2: PRESENTATION OF THE TAX SYSTEMS e
" "INTERMS OF THEIR MAIN FEATURES, 1997 = 7

TAX TAX TAX INCREASE IN NO TAX MEASURES IN FAVOUR OF

ALLOWANCES | EXEMPTION CREDIT NUMBER OF TAX | STUDENTS IN HIGHER EDUCATION OR
PORTIONS, THOSE ON WHOM THEY ARE
DECREASE IN DEPENDENT
THE RATE OF
TAXATION
LUMP SUM D,EL, LI B E,F,LA,P F.L
ACTUAL EXPENDITURE l, P ’
NO MEASURES DK, NL, FIN, S, UK, IS, NO

Source: Eurydice.

Iretand: Tax relief exists for some students enrolled in private institutions and for part-time students. but they are a minority.
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CASH BENEFITS AVAILABLE TO FAMILIES WITH STUDENT CHILDREN

Within the same category of tax relief, it is possible to find systems that vary considerably in the way
they are applied. The information in Figure 1.3.2 calls for a presentation in greater detail of the tax
measures in force in the various countries.

The income tax laws in the five Nordic countries, the Netherlands and the United Kingdom, do not
provide for any reduction in the tax payable by taxpayers with a dependent child in higher education.
This is because young people in these countries are treated as financially independent when they
attain the age of majority. Since this age of financial independence generally coincides with that of
entry to higher education, there are no longer tax arrangements providing relief for parents of students
in higher education.

However, the financial independence of students is not total in the Netherlands, where the award and
amount of the supplementary grant are dependent on parental income, although this relative
dependence does not apply in the tax context. Tax allowances, exemptions or credits are not
provided, except in the case of parents of the minority of students who do not receive the basic state
support.

Neither is financial independence total in the United Kingdom until the age of 25. In practice, parental
income is taken into account in the award of grants up to that age and, in Scotland, parents are
obliged to provide financially for their student children until they reach it. There is, however, no longer
any possibility of support through the tax system as defined.

The Irish tax system does not provide for tax allowances in respect of dependent student children in
higher education, but it does have regard for the particular case of students in private colleges and
part-time students who have to pay tuition fees. In such instances, tax exemption may be requested at
the standard rate of taxation up to a limit of PPP/ECU 3428, in which case the tuition fees can be
deducted from the parents' taxable income. It should be borne in mind that the vast majority of
students are not affected by this exception to the rule (see Part |, chapter 1 on tuition fees), so this
point will not be pursued further. For the same reason, in the remainder of this section, Ireland will be
included amongst the countries that do not pay cash benefits to students' parents.

In Belgium, the person responsible for a student in higher education can deduct a lump sum allowance
from his or her gross income. This sum varies according to the number of children for whom the
taxpayer is responsible. Belgium has opted for the principle of tax exemption which eliminates the anti-
redistributive/regressive effect usually associated with tax allowances. In addition, family allowances in
Belgium are not included under taxable income. The additional deduction of mortgage interest is also
increased by 5% for one dependent child, 10% for two, 20% for three and 30% for four or more
dependent children. This tax provision is not, however, examined further in this study. Finally, while
the concept of dependent child is not linked to student status, in practice it can be applied only to
students, the young unemployed during the period in which they await unemployment benefit, and
disabled persons.

In Germany, the systems of family allowances and of tax allowances are inseparable, and have to be
appropriately coordinated. Family allowances (Kindergeld — see section B in this chapter) are paid
monthly throughout the year, and are normally exempt from tax ® If income is very high, this particular
tax exemption is replaced by the deduction of an income-related amount known as the
Kinderfreibetrag. When the level of tax is being fixed, the authorities work out the more advantageous
formula for the taxpayer between the deduction of Kindergeld and that of the Kinderfreibetrag, and
apply it to determine the amount of tax due. Moreover, the German taxpayer is allowed to deduct an
additional amount (the Ausbildungsfreibetrag) for every student child, over and above the Kindergeld
or Kinderfreibetrag.

In Greece, tax allowances are granted in respect of dependent children under 25 years old who are
students in a recognised institution in Greece or abroad.

In Spain, tax allowances are available, under certain conditions, for dependants up to the age of 30,
whether they are students or not.

® They are included in gross income and then deductedi.fro;ii it, which is equivalent to excluding them from taxable income.
e
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

In France, students can choose whether they wish to be assimilated into their parents' family for tax
purposes or treated independently.

¢ In the first situation in which, for tax purposes, students belong to the household of their parents,
tax is calculated at three levels: .
= the number of tax portions is increased by half a point for each of the taxpayer’s first two
dependants and by one point for each additional dependant, resulting in a reduction in the
average rate of taxation;

= the increase in the number of portions also enables the amount of tax payable to be reduced
by a greater amount;

= an additional tax credit is granted depending on the number of dependants following courses
of higher education.
* In the second situation, in which the student is independent for tax purposes, the parents are

entitled to deduct from their taxable income the amount of the allowance they pay to their student
child.

Iltaly has a mixed system, combining a lump sum tax credit with a tax allowance for actual expenditure.
The expenditure eligible for this tax allowance consists of tuition fees for university and specialised
courses (on production of receipts kept by the taxpayer). Only 22% of total expenditure can be
deducted (19% since 1 January 1998). In private institutions, these amounts have to correspond to
amounts payable in comparable public-sector institutions.

In Portugal, the amount to be deducted corresponds to total actual expenditure up to a certain
annually established ceiling. It is determined on the basis of written evidence testifying to the
educational expenditure entailed. In addition to this allowance, tax legislation also provides for
reducing the tax payable by a certain amount (tax credit) with respect to the number of dependants.
Students are not alone in benefiting from this measure, and for this reason it will not be examined in
further detail. It should, however, be mentioned that Portugal has opted for a system of tax credits,
instead of allowances, since 1 January 1999.

The Kinderabsetzbetrag in Austria (or the Unterhaltsabsetzbetrag in the case of children of unmarried
parents or those of couples who are separated) is equivalent to a tax credit that can be converted into
a net receipt (i.e. a direct financial transfer) for parents whose income is below the income tax
threshold. Moreover, exceptional expenditure can be deducted from taxable income if students are
enrolled on courses of study more than 80 kilometres from where they live, for which there is no
equivalent locally. Where a dependent child studies abroad, a tax allowance for exceptional
expenditure is authorised. Known as the AuBergewohnliche Belastung, it concerns only a minority of
students and is not discussed in detail here. This form of support corresponds to 14% of all family
cash allowances.

A.4. LEVELS OF ALLOWANCES AND TAX CREDITS

Where tax allowances are granted, the ‘tax savings’ made by taxpayers vary according to the system -
in operation, depending on the number of dependent children and/or the level of income of the
taxpayer.

In the case of tax credits, the amount of the credit also varies according to the number of dependent children.

Figure 1.3.3 sets out succinctly, and without going into the technical details of the tax system, the
amounts involved under the laws relating to allowances and tax credits for dependent children.
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FIGURE 1.3.3: ANNUAL AMOUNTS OF TAX RELIEF,

1997
i AMOUNT OF THE TAX ALLOWANCE/EXEMPTION AND/OR TAX CREDIT
| EUROPEAN UNION |

Tax allowances for dependent children equal to:

o  BEF 43 000 (PPP/ECU 1 066) for the first dependent child.
B8 e BEF 110 000 (PPP/ECU 2 727) for two dependent children.

e BEF 249 000 (PPP/ECU 6 173) for three dependent children.

« BEF 402 000 (PPP/ECU 9 965) for four dependent children.

« BEF 153 000 (PPP/ECU 3 793) additional for every additional child after the fourth.

e A flat-rate amount of DEM 4 200 (PPP/ECU 1 911)(Ausbildungsfreibetrag) is deductible.

D In addition, the tax authorities choose for the taxpayer the more advantageous formula between the award of
the Kindergeld and the deduction of the Kinderfreibetrag. Whether the Kindergeld (whose amounts are
indicated in the next section) or the Kinderfreibetrag is chosen depends on the taxpayer’s level of income.
Tax allowances equal to:

EL e« GRD 25 000 (PPP/ECU 108) for each of the first two children.

e GRD 35000 (PPP/ECU 151) for the third child.
+ GRD 45 000 (PPP/ECU 194) for the fourth child and each of any following children.
Tax credit per dependent child of:
E . ESP 21 500 (PPP/ECU 160) for each of the first two children.
e ESP 26 000 (PPP/ECU 194) for the third child.
. ESP 31 000 (PPP/ECU 231) for the fourth child and subsequent children.
F e  Family quotient (quotient familial) increased by half a point.
e  Tax allowance of FRF1 200 (PPP/ECU 169) per child.
e  The tax credit for dependent children is ITL 94 437 (PPP/ECU 55) per child and per parent (ITL 188 874,
or PPP/ECU 110, if only one parent is a taxpayer).

| e The tax allowance for educational expenditure is limited to 22% of the eligible educational expenditure

(19% since 1 January 1998). In private institutions, a ceiling equivalent to the level of tuition fees
charged in similar public-sector institutions is imposed.

Kinderabsetzbetrag or Unterhaltsabsetzbetrag

e ATS 4200 (PPP/ECU 285) for the first child.

A . ATS 6 300 (PPP/ECU 428) for the second child.

e  ATS 8400 (PPP/ECU 571) for each additional child.

Tax allowance for child studying abroad:

ATS 1500 (PPP/ECU 102) per month.

The amount deductible is established by presenting documents confirming the educational expenditure. The

maximum amount of the tax allowances for educational expenditure varies according to the marital status of

the taxpayers and is unrelated to the number of dependants in the household: ’

P e  Married: PTE 319 000 (PPP/ECU 2 404).

s Notmarried: PTE 159 000 (PPP/ECU 1 198).
These amounts are increased to PTE 365 000 and 183 000 (PPP/ECU 2 751 or 1379) respectively, when the
difference results from the payment of annual registration fees for courses in higher education institutions.
| EFTA/EEA |
LI ___ [Taxallowance of CHF 4 000 (PPP/ECU 1 810\.ner child

Source: Eurydice. ‘ ‘ ‘
Belgium: It should be noted that family allowances are not included in taxable income.

Denmark, Ireland, Netherlands, Finland, Sweden, United Kingdom, Iceland and__Norway: Not applicable.
Greece, Austria and Portugal: 1996 figures.

Spain: 1996 figures. There are also allowances for children who are not students. ‘ . '
Italy: Figures for the period prior to 31 December 1997. Since 1 January 1998, the tax credit prov‘lded for dependent °
children has been ITL 168 000 (PPP/ECU 98) per child and per parent (ITL 336 000, or PPP/ECU 196, if only one parept is
regarded as a taxpayer). The amounts are increased for children who have just one of their two parents, or are recognised

by only one of them. ‘
Luxembourg: Luxembourg applies the system of a decreasing rate of taxation for taxpayers with one or more dependent

children.
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A.5. TAX SAVINGS AS A FAMILY BENEFIT

It should be recalled that the ‘tax saving’, which is considered as the true support given to the
student's family, is not always equal to the amounts shown in Figure 1.3.3. The tax allowance is in fact
the amount the taxpayer subtracts from total income before tax is calculated on it, and not the
reduction in tax payable.

In the case of tax allowances, calculation of the tax saving requires considerable knowledge of the tax
system and in particular of the marginal tax rates in operation. In the case of tax exemptions, it is
important to know the rates of tax applicable to the bottom bands of income. In the case of tax credits,
the saving to the taxpayer is equal to the tax credit.

" FIGURE 1.3.4: TAX SAVINGS AS A FAMILY BENEFIT,
C1997 L. - .

Ptteme tan L atde wirel

TAX SAVING

| EUROPEAN UNioN \

« 1 child: BEF 10 750 (PPP/ECU 266)

« 2 children: BEF 27 500 (PPP/ECU 682)

« 3 children BEF 62 250 (PPP/ECU 1 543)
« 4 children BEF 114 650 (PPP/ECU 2 842)

* subsequent children: BEF 65 050 (PPP/ECU 1 613) for the fifth child, and BEF 68 850 (PPP/ECU 1 707)
for each of the following children

D Depends on taxpayer's taxable income.

EL Depends on taxpayer's taxable income.

e 1 child: ESP 21 500 (PPP/ECU 160)
e 2 children: ESP 43 000 (PPP/ECU 321)
E e 3 children: ESP 69 000 (PPP/ECU 515)
e 4 children: ESP 100 000(PPP/ECU 746)
e per additional child: ESP 31 000 (PPP/ECU 231)
F Depends on taxpayer's taxable income.

Maximum FRF 16 200 (PPP/ECU 2 274) for all children together.
e 1child: ITL 188 874 (PPP/ECU 110)

e 2 children: ITL 377 748 (PPP/ECU 220)

| e 3 children: ITL 566 622 (PPP/ECU 330)

e 4 children: ITL 755 496 (PPP/ECU 440) -
e per additional child: ITL 188 874 (PPP/ECU 110)
Depends on taxpayer's taxable income.

Maximum per child: LUF 48 000 (PPP/ECU 1 115)
Kinderabsetzbetrag or Unterhaltsabsetzbetrag

« 1 child: ATS 4 200 (PPP/ECU 285)

e 2children: ATS 10 500 (PPP/ECU 713)

e 3children: ATS 18 900 (PPP/ECU 1 284) .

e 4children: ATS 27 300 (PPP/ECU 1 855)

e per additional child: ATS 8 400 (PPP/ECU 571)

Tax allowance for child studying abroad

Depends on taxpayer's marginal rate of taxation.

P Depends on taxpayer's taxable income.
| EFTA/EEA

LI Depends on taxpayer's taxable income.

Source: Eurydice. :
D2nmark, Ireland, Netherlands, Finland, Sweden, United Kingdom, Iceland and Norway: Not applicable. - '
Spain: 1996 figures. Tax credit only. Tax allowances are also granted in respect of children and young people who are not :

students.
Italy: Tax credit only; total value for both parents. From 1 January 1998: ITL 336 000 (PPP/ECU 196) per child.

Austria: 1996 figures. .
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Figure 1.3.5 sets out these amounts in relation to the numbers of dependent children. Its presentation
in this form has, of course, only been possible for those countries in which tax savings are
independent of the taxpayer's income. It clearly reveals that the order of magnitude of tax relief for the
families of students is very different from one country to the next. Belgium and Austria provide greater
tax savings than Spain, France and ltaly. Moreover, the progressiveness of this support as the number
of children increases is also very different from country to country: Spain, France and ltaly grant equal
or almost equal amounts per child, whereas Belgium and Austria reveal a pattern marked by a steep
progression in the amounts.

FIGUHE I 3.5: TAx SAVINGS (IN PPP/ECU) ACCOHDING TO THE NUMBEH OF DEPENDENT CHILDHEN
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Source: Eurydice.

Belgium: 1997 figures.
Denmark, Ireland, Netherlands, Finland, Sweden, United Kingdom, Iceland and Norway: Not applicable.
France: Additional tax credit only.

Italy: Tax credit only.

B. FAMILY ALLOWANCES

Family allowances take the form of a sum of money paid by the government to parents of children (or
guardians, or in some cases to the students themselves) as a contribution from public funds towards

the costs of their upbringing. .

These are cash benefits which are not specific to students in higher education. This study will deal
only with allowances made for students in higher education.

There are two very distinct policies in the Member States of the European Union and the EFTA/EEA
countries as regards family allowances in respect of students in higher education — certain countries
continue to pay them after the age of 18, while others do not.

It is in the main Denmark, Spain, ltaly, the Netherlands, Finland, Sweden, the United Kingdom, Iceland,
Liechtenstein and Norway, that stop paying family allowances in respect of students in higher education.
This is the result — at least in the Nordic countries — of the principle of financial independence for young
people when they reach the age of majority. As they are no longer dependent on their parents, it is
logical that the latter do not receive allowances towards the education of their children.

Ireland and the United Kingdom award family allowances for children up to the age of 18 (inclusive). In
Ireland, where the student population in higher education is relatively young (see General
Introduction), this support may apply to one, or even two years of study. The characteristics of its
system are therefore presented. France awards family allowances until the age of 20 is reached.
Other European countries consider the payment of family allowances justified as long as the child has
not attained real financial independence by entering the labour market. This explains why students in
higher education are eligible for family allowances, unlike young people of the same age who are

]: KC already in employment.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B.1. METHODS OF APPLICATION

All countries that pay family allowances have adopted the same methods and these involve a monthly
payment to one or both parents, or directly to the student.

In Germany, the tax allowance of an amount equivalent to the family allowance (Kindergeld) is
considered to be an integral part of the family allowances system. This element of the cash benefits
for families is, however, discussed in section A on tax relief for dependent children.

B.2. CONDITIONS OF AWARD

The only condition of award common to all the countries is one of an age limit for student eligibility.
However, the ages beyond which family allowances can no longer be claimed for a student vary from
country to country. In 1997, these limits were as follows:

B D EL F IRL L A P
25 years 27 years 24 years 20 years 18 years 27 years 27 years 24 years

Luxembourg: The age condition does not apply to medical students.

Other conditions of award can also be added, depending on the country. For instance, in Belgium,
students are not allowed to work more than 80 hours a month, except during the holidays, and there is
no entitlement to family allowances in respect of children brought up outside the country.

in Austria, students cannot have earnings of their own above a certain amount: in 1997, this ceiling
was ATS 3 740 (PPP/ECU 254) a month (except in holiday months). In addition, since 1997, parents
have only been able to obtain family allowances for the normal number of years of the course plus
one. This is the only country in which payment of family allowances is linked to the length of the
course.

B.3. DIFFERENCES IN THE AMOUNTS PAID

The actual amounts paid can depend on a number of variables. While the most common among them
is the birth order of the child in the family and, less frequently, the parents’ income, other variables are
also encountered. This information is summarised in Figure 1.3.6.

It is difficult to compare the amounts paid in the various countries when they depend on several
variables in this way, and differ considerably from one individual to another. It is therefore helpful to
define here the profile of a standard family and to calculate the support this family would be entitled to
in the various countries, while acknowledging the very limited scope of this comparison. _

As an example, the allowance paid to a family with two children, both in higher education, is
considered. The household income is equal to the statutory minimum earnings and the children are
not engaged in any remunerated activity.

89

. .
ity 80



Q

ERIC

Aruitoxt provided by Eic:

CASH BENEFITS AVAILABLE TO FAMILIES WITH STUDENT CHILDREN

R ——— e e e e ey e+

FIGURE | 3 6 VARIABLES APPLIED IN DETERMINING THE AMOUNT OF FAMILY ALLOWANCES,

«i;, . 1997
BIRTH ORDER INCOME OF OTHER VARIABLES
OF CHILD PARENTS
e  Occupational status of parents (salaried, self-employed, public servants).
B Yes No . Higher rate of allowance for orphans and handicapped children.
e Age of child.
D Yes No
EL Yes No
F Yes No e  Higher rates of allowances for orphans.
IRL Yes No e  Higher rates of allowances for twins
L Yes No e  Age of child. . . .
. Supplementary allowance for handicapped or disabled child.
A No No e  Age of child.
P Yes Yes . Supplementary allowance for handicapped children. |

Source: Eurydice.

Belgium: Orphans are children at least one of whose parents is deceased.
- Denmark, Spain, Italy, Netherlands, Finland, Sweden, United Kingdom, Iceland, Liechtenstein and Norway: Not
" applicable.
France: Orphans are children both of whose parents are deceased.
Ireland: Since 1 January 1998, parents of twins have been entitled to one-and-a-half times the normal allowance per child.
Portugal: Family allowances can be at one of two rates depending on whether there are up to two, or three or more children
in the family. In the latter case, the allowance is increased only if the family income is below 150% of the national minimum
wage.

Figure 1.3.7 shows the family allowances received by such a family in the various countries.

The highest rates of family allowance are paid in Belgium, Germany, France, Luxembourg and
Austria, while the lowest rates are paid in Greece. The rates in Ireland and Portugal are in an
intermediate position.

Tl .- ———— S ey ae T — = ———

FIGURE 1.3.7: AMOUNTS OF FAMILY ALLOWANCES PAID TO A STANDARD FAMILY (TWO STUDENTS)

1997
) ANNUAL FAMILY ALLOWANCE IN NATIONAL ANNUAL FAMILY ALLOWANCE IN PPP/ECU
CURRENCY
B BEF 129 228 3236
D DEM 4 800 2192
EL GRD 96 000 429
F FRF 17 988 2 526
1IRL IEP 720 987
L LUF 172 752 4013
A ATS 44 400 3016
P PTE 100 800 760

Source: Eurydice.

~ Belgium: Employee status. '
Denmark, Spain, Italy, Netherlands, Finland, Sweden, United Kingdom, Iceland, Liechtenstein and Norway: Not .
applicable.
France: 1998 data.
Luxembourg: 1996 data.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

Figure 1.3.8 has been prepared with reference to the seven countries in which family allowances do
not depend on parental income, but the number of children. It compares changes in the amounts of
family allowances according to the number of dependent children. It shows that the differences
observed between countries, more particularly in Figure 1.3.7, tend to remain whatever number of
children is taken into consideration for purposes of international comparison.

FIGURE 1.3.8: TOTAL ANNUAL AMOUNT OF FAMILY ALLOWANCE
ACCORDING TO NUMBER OF DEPENDENT CHILDREN. PPP/ECU, 1997
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| Belgium: Employee status.

Denmark, Spain, Italy, Netherlands, Finland, Sweden United Klngdom, Iceland Liechtenstein and Norway: Not |
applicable.

France: 1998 figures. : -

Portugal: Family allowances depend on income.

C. ESTIMATE OF THE SCALE OF SUPPORT GIVEN TO
STUDENTS’ FAMILIES

Most European Union and EFTA/EEA countries have in common that they either operate both
systems of cash support for families — i.e. family allowances and tax relief — or neither. In practice,
countries that pay family allowances in respect of students also award tax relief for them to taxpayers,
while those that do not (or no longer) pay family allowances do not provide for tax relief either. By
contrast, Spain, Italy (since 1998) and Liechtenstein provide tax relief, but not family allowances in
respect of students in higher education.

Irefand is an exception to this rule in so far as it pays family allowances up to the age of 18, i.e. to a
significant proportion of students in higher education. To a lesser extent, this also applies to France
which discontinues family allowances once students are aged over 20.

The countries that provide no family support are, in the main, those that regard students in higher
education as financially independent from their families. For this reason, their students receive bigger
grants and loans than students in other countries, and in far greater numbers. On the other hand,
countries that do provide support to the families of students in higher education regard the latter as
dependent on their families, and award generally smaller grants and loans to fewer students. It is
therefore helpful to evaluate as precisely as possible the amounts of family cash support, to see
whether they offset, wholly or in part, the difference observed between countries in terms of the
amounts of grants and loans they pay.

Estimating these amounts presents a methodological problem, as support is not confined to students
in higher education: family allowances and tax allowances are also available in respect of younger
children. It is quite difficult — and sometimes almost impossible — to identify the proportion of support
relating exclusively to students in higher education, on the basis of aggregate figures.
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CASH BENEFITS AVAILABLE TO FAMILIES WITH STUDENT CHILDREN

Some statistics can, however, be adduced to give an idea of the order of magnitude involved. Caution
must, however, be exercised in drawing conclusions from these figures.

One single international study is known to be available carried out on the basis of harmonised criteria,
and it may help to evaluate the amounts of cash support given to families. The European Observatory
for National Family Policies, an independent body set up at the initiative of the European Commission,
published, in 1998, a Summary of National Family Policies in 1996. Here, there is a comparison of the
public-sector packages of support for families in the Member States of the European Union (but not
the three EFTA/EEA countries) by way of tax and family allowances. In this context, and to avoid the
problems encountered when comparing policies that give different weight to a number of parameters
(parental income, household composition, ages of children etc.), five standard families were defined in
terms of all their useful characteristics. The support to which these five families were entitled according
to the relevant national legislation was calculated for each Member State, enabling different national
policies to be compared on a common basis.

The five families are all represented by a couple with two children (aged seven and eight) but with
different levels of income.

e Case 1: couples and lone parents with one earner receiving half of the national average male
earnings.

e Case 2: couples and lone parents with one earner receiving national average male earnings.

e Case 3: couples and lone parents with one earner receiving one-and-a-half times national average
male earnings.

e Case 4: couples with one earner receiving national average male earnings, and the other 66% of
national average female earnings.

e Case 5: couples with one earner receiving one-and-a-half times national average male earnings,
and the other one-and-a-half times national average female earnings.

Figure 1.3.9 shows the value of the child benefits that would be received by these standard families.

Attention should be drawn to two points.

e Certain Member States (Belgium, Denmark, Germany, the Netherlands and Austria) provide
support for all families in the same way, while this is not true of the others. Spain, Ireland, Sweden
and the United Kingdom also provide the same support to all families except those with the lowest
incomes who receive more support than the others. ltaly and Finland provide more support, the
lower the family income, thus applying a clear policy of redistribution. Greece, France,
Luxembourg and, to a lesser extent, Portugal, reflect somewhat different trends, characterised by
the significant impact of their taxation systems whose advantages tend to increase as income
rises.

¢ The amounts across Member States vary. They are all expressed in a common currency taking
account of purchasing power in the country concerned. Luxembourg stands out with a particularly
high level of support; Belgium, Austria and Finland provide support of between PPP/ECU 200 and
400 a month; Greece, Spain, ltaly and Portugal have a lower level, while Denmark, Germany,
France, Ireland, the Netherlands, Sweden and the United Kingdom are in an intermediate position.

It should nonetheless be remembered that these data were based on standard families in which the
two children were aged seven and eight and thus at primary school. Several Member States do not
pay family cash benefits for students in higher education, while others vary the rates depending on the
ages of the children. Consequently, these amounts should be considered as only an approximation of
the cash benefits given to families in respect of students in higher education.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

- FIGURE .3.9: VALUE OF OVERALL CHILD BENEFITS (TAX ALLOWANCES AND CASH BENEFITS ONLY) BY
_EARNINGS LEVEL (COUPLE WITH TWO CHILDREN OF SCHOOL AGE, PPP/ECU PER MONTH, MAY 1996)
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The situation of such families as regards the amounts can thus differ from the one shown in
Figure 1.3.9, even if only those Member States that do pay cash benefits to families with students, are
considered.

Three national studies targeted at support for students in higher education have been carried out, for
France, Germany and Portugal respectively. They enable this type of support to be measured more
accurately in relation to higher education students in these three countries.

In France, Bernard Cieutat, Conseiller at the Court of Auditors, produced a public report on the
question in 1996. According to this study, it appears that the tax relief in respect of students in higher
education amounted to a total of FRF 9 330 million (PPP/ECU 1 310 million) in 1996, or more than
35% of all student support. If social accommodation allowances (FRF 4 642 million or PPP/ECU 652
million), personal accommodation allowances and support with family accommodation (FRF 749
million or PPP/ECU 105 million) are added, as well as the deficit on the student social security scheme
(FRF 2760 million or PPP/ECU 388 million), this accounts for three-quarters of the support for
students in higher education. Taking these elements into consideration brings public-sector support for
higher education students to 0.4% of GDP, a level close to that of the Netherlands and Finland shown
in Figure 12 of the General Introduction.

In Germany, the Cologne-based Forschungsinstitut fur Bildungs- und Sozialokonomie considers that
family support in terms of cash benefits represents two-thirds of total public-sector support for students in
higher education. This brings the proportion of total public-sector support for higher education students to
0.3% of GDP, close to the level of Iceland and Ireland shown in Figure 12 of the General Introduction.

In Portugal, the Gabinete de Gestao Financeira do Ministerio de Educagao (Financial Management
Division of the Ministry of Education) has estimated that if all public support for higher education
students was taken into account, it would rise from the PTE 5 410.173 million (PPP/ECU 41 million)
representing grants and loans alone to some PTE 18 703.371 million (PPP/ECU 141 million), an
amount three-and-a-half times greater.
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CHAPTER 4
OTHER SOCIAL BENEFITS

The different forms of support associated with specific services are examined in this chapter. Four
services are subjected to detailed analysis in so far as they each represent a major element in student
budgets: accommodation, travel, meals and health services.

As a general rule, all countries provide help with accommodation. This help, however, comes in a
variety of forms: some is given in kind and some in cash; some is from the government and some from
the institutions. The criteria of eligibility for such help also vary widely from one country to another.
Assistance towards trave! costs is found in a majority of countries. This is not always in the form of
government assistance: reductions in the cost of travel can also be offered directly by the companies
concerned. Finally, assistance in the form of meals, i.e. government-subsidised catering
arrangements, is less widespread.

A. HELP WITH ACCOMMODATION

Accommodation costs are closely linked to the student's place of residence. If students do not live with
their parents, they will have to devote a major part of their budget to accommodation near their higher
education institutions. The proportion of students living with their parents depends on a number of
factors: population density, the possibility of choosing and being accepted by an institution close to the
parental home, the ages of students, the extent to which they are independent and the cultural
tradition of their country. in some countries, like Italy, the majority of students live at home and travel
from home to their institution. In others, like Finland, only a minority of students live at home.

Amongst the forms of help with accommodation, a distinction has to be made between residences
provided for students at preferential rates and housing allowances paid to students by public
authorities. While there are subsidised residences in all the countries, housing allowances are found
much less frequently.

A.1. STUDENT RESIDENCES

A.1.1. Ownership of residences and bodies responsible for their
management

A distinction has to be made between residences directly financed from public funds (aside from the
part of the rent paid by the individua! students), which are found in most countries, and those provided
at the initiative of institutions from their own resources. In the latter case, the institutions, which receive
part of their income from public funds and part from private sources (tuition fees, bequests, income
from investments etc.), decide whether they will use these funds to provide accommodation. This is
the case in Belgium and the United Kingdom, and also in Spain and Ireland in certain institutions. In
Ireland, rooms in residences are usually let to students at commercial rates and are therefore not
subsidised by the institutions, with only a few rare exceptions. In Spain, the colegios mayores are
residences administered by the universities or private bodies (for instance religious orders). Other
residences are managed by private individuals. Both the colegios mayores and private residences can
be subsidised by the universities and other bodies such as the Ministry of Foreign Affairs.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

FIGURE 1.4.1: FUNDING AND ADMINISTRATION OF RESIDENCES,
1997/98
[ SOURCE OF FUNDS ] ADMINISTRATION
| EUROPEAN UNION |
B fr Universities Universities (university social housing)
B nl Universities and Hogescholen Universities and Hogescholen
DK Government Central committees for the allocation of accommodation to students
D Lander Studentenwerk
EL - Government National foundation for young people
E Universities/government Universities (colegios mayores) and private individuals
F Government Centre national des oeuvres universitaires et scolaires (CNOUS) and
centres régionaux des oeuvres universitaires et scolaires (CROUS)
IRL Higher education institutions Higher education institutions
| Regions Enti regionali per il diritto allo studio (bodies supporting the right to study)
University of Calabria
L Government Ministry of Education
NL Special foundations for housing for young people
A Government Non-profit-making legal entities
P Public funds Social services schemes
FIN Government, local authorities or Foundations under both local authorities and student organisations
foundations for student
accommodation
S Students' union in collaboration with local authorities
UK Higher education institutions Higher education institutions
| EFTA/EEA |
IS Government (partly) | Non-profit organisation owned by government and registered students
L -)
NO Government and loans l Student welfare organisations

Source: Eurydice.

Denmark: In addition to the accommodation managed by the central committees for the allocation of student housing, a
. certain number of residences belong to the universities and colleges.
Germany: The Studentenwerke are partly funded from student contributions and subsidised by the Lander.

A.1.2. Number of ploces available in residences and rent levels

The proportion of students who obtain accommodation in the form of a place in a student residence
varies considerably from country to country. It is under 5% in Greece, Ireland, Italy and Portugal, and
over 25% in Finland.

The levels of monthly rent are also very varied. In some countries, accommodation is subsidised to a
considerable extent. This is true of Greece, where students pay a rent of PPP/ECU 6, France,
Luxembourg and also Portugal where it is under PPP/ECU 100. In France, some of the students in
university residences are also entitled to social housing allowances which further reduce their rent. In
the other countries (Denmark, Germany, the Netherlands, Austria, Sweden and Iceland), rents are
substantiaily higher.

In countries in which student residences come under the higher education institutions, the amounts
vary. In the French Community of Belgium, the amounts quoted as a guide for one university reveal a
considerable subsidy. In Spain, support also varies depending on the university: in certain residences,
places are free.

In some of these countries, the contribution from the government or public authorities is relatively
small. Thus, in the Netherlands, accommodation is managed by financially independent undertakings
whose activities are limited by law to the public services. Any profit has to go back into the
accommodation and government involvement is limited to establishing a guarantee fund. In Sweden,
there are no public subsidies towards accommodation. The student unions can manage the waiting
lists in association with the local authorities. 5

On the other hand, in Finland, construction and renovation are financed by government-subsidised
loans. The local authorities support the construction and make sites available to the developers either

Q free of charge or at reasonable prices. Rent income has to cover running costs.
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OTHER SOCIAL BENEFITS .

FIGURE |.4.2: NUMBERS OF PLACES AVAILABLE IN STUDENT RESIDENCES, PROPORTION C;;SATUDEN.TS

ACCOMMODATED AND MONTHLY RENT LEVELS, 1997/98

i

=

NUMBER OF PLACES IN

PROPORTION OF STUDENTS

AMOUNT OF RENT CHARGED

AMOUNT OF RENT

STUDENT RESIDENCES ACCOMMODATED IN THE TO STUDENTS (IN NATIONAL CHARGED TO STUDENTS
RESIDENCES CURRENCY) (IN PPP/ECU)
EUROPEAN UNION |
B fr | University residences: | Around 13% In one institution, as a guide:
8 200 places BEF 35 000 p.a.for grant- PPP/ECU 877 p.a.
holders and
BEF 53 000 p.a.for non- PPP/ECU 1 327 p.a.
grant-holders
Bnl |(:)
DK 50 000 units of About 20% Room: between DKR 1 000 | Between PPP/ECU 111
accommodation, of and 1 800 and 199
which 27 000 are in Studio flat: between Between PPP/ECU 155
the four large DKR 1 400 and 2 800 and 310
university towns
D Old Lander. 182 000 | About 13% Between DEM 200 and 400 | Between PPP/ECU 91
New Lander. 50 000 and 182
EL ) :) GRD 1 500 PPP/ECU 6
E Residences and - Residences and colegios Residences: ESP 31 000to | Residences: PPP/ECU
colegios mayores: mayores: 2.19% 70000 231 to 522
31 241 places Colegios mayores: ESP Colegios mayores:
75 000 to 95 000 (full board) | PPP/ECU 559 to 708
F 100 000 places in 7.5% FRF 451 in traditional PPP/ECU 63
residences (ALS) and residences PPP/ECU 112
45 000 in new FRF 800 in new residences
residences (APL)
IRL | () About 6% About IEP 1 500 p.a. PPP/ECU 2 057 p.a.
| 28 000 About 2% ) :)
L 40 + university rooms | (:) LUF 2 500 PPP/ECU 58
acquired by the
government abroad
NL :) (:) Between NLG 300 and 360 | Between PPP/ECU135
and 162
A 23 976 About 10% Average: ATS 2 230 Average PPP/ECU 151
P 7699 41% PTE 6 400 PPP/ECU 49
FIN | Around 58,000 places | 28% Room: FIM 750 to 1 250 PPP/ECU 118 to 196
in student Studio: FIM 1 000 to 1 700 PPP/ECU157 to 266
accommodation, most
of them available to
students in all post-
computsory
institutions
S 50 000 Average 17% Minimum SEK 1 800 Minimum PPP/ECU 172
LIUK  1()
F EFTA/EEA
IS [ Approx. 600 places | Approx. 7.5% [ IKR 15 000 to 45 000 | PPP/ECU 180 to 541
LI -)
NO 17 636 rooms + 3 035 | About 13% Studio flat: NOK 1 500 and Between PPP/ECU 152
studio flats = 20 671 2300 and 233
Room: between NOK 2 100 | Between PPP/ECU 213
and 3 850 and 390

Source; Eurydice.
Denmark: Excluding data on students in non-higher education.
Greece: A large number of places are available for students in hotels, and paid by each higher education institution
individually.
Spain: 1994/95 data for numbers of places available and percentage of students.
France: Rent levels net, taking account of support.
Portugal: Students at the first fevel: amounts paid by grant-holders and semi-grant-holders.
Finland: The proportion of students housed in student accommodation is based on 1996/97 data for students in higher
education who were applicants for financial support.

EXPLANATORY NOTE .
The data have been made comparable by converting them into purchasing power parities based on the value
of the ECU. This eliminates differences arising from the use of different currencies, and also allows for
differences in prices in the various countries.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

A.1.3. Qualifying criteria

The qualifying criteria are very variable: some forms of student support are awarded on the basis of
family or student income, or other criteria such as distance from home or academic performance.

A means test based on family income is applied in some countries in which grants are awarded on the
basis of parental income - Greece, Italy and Portugal where residence criteria are also taken into
account. This is similarly the basis for the allocation of places in campus-style student residential
accommodation in France, where criteria of distance and academic performance are also applicable.
Certain Centres des oeuvres universitaires et scolaires (CROUS, or public regional centres for student
services) apply an additional condition in that they accept only students who have already completed
two years of higher education. Distance criteria are taken into consideration in other countries, such as
Denmark and the Netherlands. Academic performance is a criterion for the allocation of
accommodation in Austria. In Iceland, the criteria are established by the organisations that manage
the accommodation. Students whose home is far away, single-parent families and foreign exchange
students (Erasmus) have priority. In Norway, priority goes to foreign students.

In Belgium and Spain, the criteria are set by the higher education institutions themselves. In Belgium,
the advantage of social accommodation is not exclusive to grant-holders only: other criteria can be
adopted, such as giving priority to Erasmus students or married couples. In Spain, help with
accommodation in the colegios mayores and the university residences takes the form of a grant. The
award of such grants is quite independent of the general grants system and the related
accommodation allowances, administered by the government (see A.2.1.). These two forms of student
support are mutually exclusive. Only students who do not hold a government grant can obtain a grant
from the institutions. The criteria are both financial and academic. In Ireland and the United Kingdom,
the higher education institutions try mainly to accept first-year students.

In Gérmany, Luxembourg, Sweden and Iceland, accommodation is not allocated on the basis of
special conditions and is independent of whether the student has obtained a grant or a loan.

A.2. ACCOMMODATION ALLOWANCES

Help with accommodation in the form of an allowance can be either an element in the grant or
independent of it.

A.2.1. Element in the grant

In a number of countries, help towards accommodation costs is an integral part of the grant. The
-extent of the difference between the amount of awards to students living with their parents and to
those living on their own suggests that attention should be paid to this element in the grant.

In Germany, students receive a lump sum in addition to their grant. In Spain, there is a supplement to
the grant that is awarded to some grant-holders. In Portugal, a top-up grant is awarded to student
grant-holders (who no longer live with their parents because of the distance between their home and
the institution where they study). The amount varies depending on whether the ‘social action’ services
are able to allocate them places in student residential accommodation. In Finland, support comprises
three elements: the grant, the loan and an accommodation supplement.

In some countries, the levels of support vary depending on whether the student lives in the parental
home or away from home. This is the case in Belgium, Denmark, the Netherlands Austria and Norway.
While the difference between the two rates of grant cannot be regarded as support towards the cost of
accommodation, it is certain that paying rent has a considerable effect on the budget of the student
who does not live at home. In Ireland, a distinction is made between ‘adjacent’ grants (where the
distance between home and the institution is less than or equal to15 miles) and ‘non-adjacent’ grants.
In the United Kingdom, the rates of grant also vary depending on where the student lives.
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OTHER SOCIAL BENEFITS

* FIGURE |.4.3; LEVELS OF ACCOMMODATION ALLOWANCES/SUPPLEMENTARY GRANTS,
o : 1997/98 S
" MIONTHLY AMOUNT OF | ANNUAL AMOUNT OF MONTHLY AMOUNT OF ANNUAL AMOUNT OF
ACCOMMODATION ACCOMMODATION ACCOMMODATION ACCOMMODATION
ALLOWANCE/GRANT SUPPLEMENT ALLOWANCE/GRANT ALLOWANCE/GRANT SUPPLEMENT ALLOWANCE/GRANT
(IN NATIONAL CURRENCY) SUPPLEMENT (PPP/ECU) SUPPLEMENT (PPP/ECU)
(IN NATIONAL CURRENCY)
r EuropPeaN UNION
B fr At home with parenis: BEF 27 272 - At nome with parents:
Elsewhere: BEF 48 075 PPP/ECU 683
Elsewhere: PPP/ECU 1 204
Difference: PPP/ECU 521
B nl At home with parents:BEF 58 300 At home with parents:
Elsewhere: BEF 98 400 PPP/ECU 1 460
Elsewhere: PPP/ECU 2 464
Difference: PPP/ECU 1004
DK | Athome with parents: DKK 1 807 At home with parents:  PPP/ECU 200
Elsewhere: DKK 3 580 Elsewhere: PPP/ECU 396
‘Difference: | PPP/ECU 196
D At home with parents: DEM 75 At home with parents:
Eisewhere: DEM 235 PPP/ECU 34 per month
(Additional support for students in ) Elsewhere: PPP/ECU 107 per month
difficulty: DEM 75) ‘Difference: _ PPP/ECU 73 per monih
EL |()
E Minimum: ESP 229 000 Minimum: PPP/ECU 1 708
Maximum: ESP 320 000 Maximum: PPP/ECU 2 386
F Social housing grant (ALS): paid to Social housing grant (ALS):
tenant . Minimum: PPP/ECU 40
Minimum (in university residence): Maximum: PPP/ECU 148
FRF 283
Maximum (other accommodation):
FRF 1053 APL: PPP/ECU 126
APL: paid to landlord: FRF 900
IRL ‘Adjacent grants': IEP 647 ‘Adjacent grants': PPP/ECU 887
‘Non adjacent’: IEP 1 624 ‘Non adjacent> PPP/ECU 2 227
Difference: | PPP/ECU 1 340
| 5426 000 000/2 446 = Average: PPP/ECU 1 293
ITL 2 218 316
L ) =) -) =)
NL Basic grant: Basic grant:
- living with parents: NLG 125 - living with parents: PPP/ECU 56
- elsewhere: NLG 425 - elsewhere: PPP/ECU 192
‘Difterence: | PPP/ECU 136
Supplementary grant : Supplementary grant:
- living with parents: NLG 372 - living with parents: PPP/ECU 168
- elsewhere: NLG 407 - elsewhere: PPP/ECU 184
Difference: ________ PPPIECU 16
A Living with parents:  ATS 58 000 Living with parents:
Elsewhere: ATS 88 000 : PPP/ECU 3 940
Elsewhere: PPP/ECU 5978
Difference: | PPP/ECU2 038
P Grant supplement: Grant supplement:
- for a place in student - for a place in student
accommodation: PTE 6 440 accommodation PPP/ECU 49
- otherwise: PTE 14 000 - otherwise PPP/ECU 106
FIN | Housing supplement: Housing supplement:
- Minimum: FIM 134 Minimum: PPP/ECU 21
- Maximum: FIM 854 Maximum: PPP/ECU 134
S =)
UK Living with parents:  GBP 1 435 Living with parents:
Away from home: GBP 1 755 PPP/ECU 2 055
Away from home (London rate): Away from home:
GBP 2 160 PPP/ECU 2 513
Away from home (London rate):
PPP/ECU 3093
EFTA/EEA |
G
L )
NO Living with parents: (loan) Living with parents (loan):
NOK 4 290 PPP/ECU 434
Elsewhere: (loan and grant) Elsewhere: (loan and grant)
NOK 6 270 PPP/ECU 635
Difference PPP/ECU 201

Source: Eurydice.
EXPLANATORY NOTE

The data have been made comparable by converting them into purchasing power parities based on the value
of the ECU. This eliminates differences arising from the use of different currencies. and aiso allows for different
Q prices in the various countries.
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DESCRIFTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

In Italy, in addition to places in residences, the Regions provide through the enti regionali per il diritto
allo studio (bodies supporting the right to study) accommodation allowances to enable students to rent
private rooms. Contracts are entered into with private landlords to ensure the availability of the
accommodation over time and to ensure a division of responsibility in case of damage. Although this
option seems likely to be extended, it remains marginal: about 3 000 students took advantage of it in
1997/98. The allowance is awarded by the office that administers grants but under procedures
separate from those for awarding grants, even where grant-holders are recipients.

Mechanics of award and amount of allowances

In Spain, help with accommodation is awarded following the same procedures as grants. This is a
supplement to the grant paid to grant-holders who can demonstrate that they are obliged to live away
from the parental home. The amounts for the academic year are fairly high (between PPP/ECU 1 708
and 2 386). Where attendance is sporadic, as in the case of part-time study, students are not eligible
for this allowance.

In the other countries, students do not have to justify their need for accommodation.

In Germany, a lump sum supplement to financial support is awarded to students who live with their
parents (PPP/ECU 34), as well as to those who live alone (PPP/ECU 107), in addition to assistance
for accommodation. In Finland, the accommodation allowance is a supplement to the grant awarded to
students depending on the type of accommodation. It amounts to 67% of the monthly rent.

In Denmark, the difference between the grant awarded to students living alone and those living with
their parents is PPP/ECU 196 per month. It is PPP/ECU 1 004 a year in the Flemish Community of
Belgium, PPP/ECU 1 443 a year in Ireland and PPP/ECU 2 038 a year in Austria.

In the Netherlands, student support can comprise three elements: the basic grant, a loan and a
supplementary grant awarded exclusively on the basis of the family's income.

In determining the value of this student support, the Ministry draws up a standard maximum monthly
budget which includes:

» a standard amount for living expenses, including accommodation. This amount varies depending
on whether the student is living in the parental home. This affects the level of the basic grant
awarded to the majority of students (PPP/ECU 56 for students living at home and PPP/ECU 192 for
those living elsewhere). It also affects, but makes little difference to the level of the supplementary
grant paid to students from modest backgrounds over and above the basic grant.

» a standard amount for health care (see section D).

Dutch students are free to request assistance up to the amount of the maximum standard monthly
budget.

In the United Kingdom, the difference between the maximum annual grant available to students living
in London away from home and those living at home with their parents is PPP/ECU 1 038. As from
1999/2000, grants will be completely replaced by loans, the maximum of which will vary according to
where the student is living.
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OTHER SOCIAL BENEFITS

A.2.2. Accommodation allowance independent of the grant

In some countries, help with the cost of accommodation is awarded separately from the grant, as in
France and Finland (for the general accommodation allowance). Moreover, the administration of this
form of support does not come under the Ministry of Education.

In France, where the system of accommodation allowances is particularly complex, there are three
distinct types of allowance — the individual housing grant (aide personnalisée au logement, or APL),
the social housing grant (allocation de logement social, or ALS) and the family housing grant
(allocation de logement familial, or ALF). These grants are all made according to the student's
financial situation. They do not come under the Ministry of Higher Education but are benefits available
to the population generally on a means-tested basis and are made available to students to promote
their independence. The first is awarded in respect of standard accommodation and involves some
50 000 students. The second is awarded in respect of non-standard accommodation (including
university residences and other accommodation) to students living away from the parental home and it
involves over 500 000 students, or a quarter of the student population. The social housing grant
represents a considerable share (about 15%) of the total student support budget. The third type of
allowance is marginal in the student context and involves mainly individuals on their own, couples with
dependants etc. Grant-holders are entitled to the ALF, which is additional to their grant.

In Finland, students not entitled to the accommodation allowance supplementary to the grant may
apply for general housing benefit, which covers a maximum 80% of the monthly rent. This is awarded
by the social insurance institution.

The student's income is taken into account for the award of the social housing grant (ALS) and the
individual housing grant (APL) in France and the general housing grant in Finland.



DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B. SUBSIDISED MEALS

In a first group of countries, the government (or the regions) subsidise catering services that provide
meals at reduced prices. This is the case in Germany, Greece, France, Italy, Austria, Portugal, Finland
and Norway. Greece, France and Portugal all have a single price, fixed nationally and varying little
from one country to the other (about PPP/ECU 2). In some other countries, higher education
institutions subsidise meals from their own resources, as in Belgium and the United Kingdom. As in
the case of accommodation allowances, these institutions, which are financed partially from public
funds and partly from private sources (tuition fees, bequests and income from investments), are free to
decide whether to subsidise their catering services.

In general, subsidised catering services are open to all students and indeed to the staff of the
institutions. In Austria, meal vouchers are also provided by the Federal Ministry of Education to
students in need.

Spain and ltaly are exceptions. In Spain, the assistance provided by the universities is on the basis of
the student's financial situation and academic performance and cannot be combined with a
government grant. In Italy, assistance in the form of meals at reduced prices subsidised by the
Regions is granted on the basis of a family means test. Since 1997, not only grant-holders but
students who satisfy the conditions for the award of a grant without actually obtaining one, are entitled
to free meals.

In some countries, catering firms may offer meals at reduced prices because they are operating in
particularly favourable conditions. Thus in Ireland, where the meals provided in the institutions are
rarely subsidised, the institutions have entered into franchise agreements with private firms which use
the institutions' premises. In Sweden, the government does not subsidise meals but catering firms may
be given rent reductions. In Denmark, higher education institutions can make a contribution to catering
by making premises and equipment available to private firms. In Norway, canteens are subsidised by
the government. They pay no rent and are equipped free of charge.
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FIGURE |.4.4; SUBSIDISED MEALS (SOURCE OF SUBSIDY, BENEFICIARIES AND TYPES OF REDUCTION),
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

C. ASSISTANCE WITH TRAVELLING EXPENSES

Assistance with the cost of travel does not imply the same order of expenditure as assistance with the
cost of accommodation or meals. In general, it does not involve setting up special group transport
systems for students as is sometimes done in the case of primary and secondary school transport. It is
rather a case of using what is already there. With or without students, underground and bus and train
services operate. The cost of student support in relation to transport costs, where the government
negotiates special  rates or the transport companies provide these directly, can therefore be
considered as minor compared with the cost of accommodation allowances or other support. On the
other hand, where the government intervenes directly, more particularly in the form of a supplement to
the student grant, the cost of such assistance is substantially greater. This no doubt explains why the
former formula is the one adopted in most countries.

In a first group of countries, governments do not intervene directly. It is the transport companies that
bear the cost. In some countries, these price concessions form part of the contract between the
government and the transport company, as in Belgium, while in others, the transport companies
themselves decide to provide preferential tariffs for students, as in Germany and Liechtenstein. In
France, it is the local authorities that fix the tariffs. In all cases, the conditions for qualifying for these
concessions are very wide. The students' organisations have introduced card systems that provide
students with price reductions over a range of services, including transport, in Ireland, Finland and
Sweden. Finally, in Belgium, ltaly and the United Kingdom, some transport companies provide price
reductions to young people within a given age range, whether they are students or not.

In a second group of countries, the government plays a direct role, either by paying compensation to
the transport companies or in the form of supplements to the grants given to certain students to cover
the cost of their travel. In Spain, the government provides a supplementary grant for transport and also
pays compensation to transport companies for the reductions they give to all young people under
21 years of age. The same two provisions also apply to Norway.

In Denmark and the Netherlands, students entitled to support in the form of a grant and/or loan enjoy
considerable reductions in transport costs. In both countries, the government reimburses the transport
companies. In the Netherlands, students can have a public transport travel card; they can choose
between a weekly card, which entities them to free transport throughout the week and reductions at
the weekend, or a weekend card which offers the opposite. Most students take the weekly card.

In France and Austria both systems coexist. In France, in addition to the reductions available from the
local and regional transport services, grant-holders from certain specific départements are given
special grants. In Austria, the companies give all students reductions up to age 26. Supplementary
grants of amounts varying according to the length of the journey are also provided for students
awarded grants.
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FIGURE 1.4.5: SUPPORT TOWARDS TRANSPORT COSTS (TYPE OF TRANSPORT, RELEVANT LEGISLATION,

TYPE OF SUPPORT, CRITERIA), 1997/98
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D. SUPPORT WITH HEALTH SERVICES

In a number of countries, students - like the rest of the population - have access to free personal
health services. In others, the social security system is based on the payment of personal
contributions. This is the case in Belgium, Germany, France, Luxembourg, the Netherlands, Austria,
Portugal and the United Kingdom. Analysis of support towards the cost of health services is
meaningful only in the case of the second group of countries.

In general, in these countries, students have free cover under the family insurance of their parents, as
in Belgium and Germany (both up to the age of 25), in France (the age of 20), in Luxembourg and
Austria (both up to 27) and in Portugal (26). In France, between 20 and 28 years of age, students
must join the student social security scheme. Government subsidies enable students' contributions to
be kept low (see Part |, chapter 1). In Spain, students are covered by their family's insurance until they
enter paid employment. They pay a compulsory insurance premium when they enrol (see Part |,
Chapter 1) and this covers them in relation to accidents and certain medical expenses (general
surgery, obstetrics, psychology and psychiatry). In addition, some universities provide a free
emergency service. In the Netherlands, if the student is covered by the Dutch national health care
system, there is a small monthly contribution (PPP/ECU 4). Students not covered by this insurance
can take advantage of a special health insurance policy (Standaardpakket Polis), the premium for
which is an element in the grant. In Austria, students who cannot take advantage of their parents'
insurance cover are responsible for insuring themselves at a reduced rate (50%), the balance being
.met by the federal government. In addition, they have free cover against all accidents occurring within
the university. In the United Kingdom, students have access to health services on the same basis as
the rest of the population. Prescription items have to be paid for as well as dental and optical services.
Students, can, however, apply for exemption from these charges. In Portugal, in addition to the health
services provided under social action programmes, the current trend is towards the establishment of
agreements between higher education institutions and administrative bodies in the healthcare sector,
so that students can get help in specific areas such as diagnosis, prevention and psychological
counseiling on learning-related matters.

In Greece, medical and hospital services are provided for students in the universities (AEl) and
Technological Educational Institutions (TEIl). In Ireland, support with health services differs between
institutions. Some institutions provide a comprehensive health service for all students, which includes
a full-time nursing service, daily attendance by doctors, physiotherapy and psychiatric clinics, and an
optician service. Other institutions have a less comprehensive service. In Finland, where students can
turn to the public-sector system of health services like the population in general, the Finnish student
health service provides its own health care on the basis of nominal contributions paid by the students
(see Part |, Chapter 1).
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CHAPTER 5
SUPPORT FOR STUDY ABROAD

This chapter deals with the provision the sending countries make in their principal national support
system for undergraduate study abroad. It refers to the portability of grants and loans. Moreover, it
covers specific help in the main national systems for going abroad. Some elements relating to post-
graduate study abroad are also presented. Special scholarships from various private foundations for
study abroad are not considered here.

A. POPULATION OF STUDENTS STUDYING ABROAD

To define the student population dealt with in this chapter, Figure 1.5.1 shows the percentage of higher
education students (undergraduate and postgraduate, part- and full-time) studying in another EU
Member State or in an EFTA/EEA country in 1995/96.

FIGURE 1.5.1: PERCENTAGE OF HIGHER EDUCATION STUDENTS STUDYING IN ANOTHER EU MEMBER STATE

OR EFTA/EEA COUNTRY, 1995/96 o -i.
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Sweden: National data (around 5%)
Liechtenstein: in 1994, around 95% of students from Liechtenstein studied abroad (national data).

EXPLANATORY NOTE |

Member States do not have details of the numbers of their home students studying abroad. For a given
nationality, the number of students studying abroad (either in the EU or in an EFTA/EEA country) is calculated
by summing the numbers provided for this nationality by the receiving Member States or EFTA/EEA countries. f
This total is then divided by the sum of itself and the total number of students of the same nationality enrolled ]
in their own country. The lack of data on the distribution of students by nationality for some Member States or .

EFTA/EEA countries has repercussions for nearly all of the values shown: these are generally underestimated.
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The case of Luxembourg is unusual, with 74.1% of its students studying abroad. This is explained by
the fact that there is only limited higher education provision in this Member State, and most students
are therefore obliged to study in another country. Much the same applies to Liechtenstein, very few of
whose nationals study there. The number of students leaving their country to study in an EU Member
State or in another EFTA/EEA country is also high in Iceland (17.9%). In Greece and Ireland, almost
10% of students are in this situation — a relatively high proportion compared to that of the other
Member States. Elsewhere in the EU and especially the larger Member States, such as Germany,
Spain, France, ltaly and the United Kingdom, the vast majority of students pursue their studies in their

own country.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B. AVAILABILITY OF SUPPORT
FOR UNDERGRADUATE STUDY ABROAD

B.1. PORTABILITY OF GRANTS AND LOANS: GENERAL MODELS

Grants received from the main state-funded system can be taken abroad under certain circumstances
by students in most Member States. This most often involves limited periods abroad as part of a
course based in the home country, or attendance at approved courses in other EU Member States or
EFTA/EEA countries.

The figure 1.5.2 shows the main models of portability of support in the national support systems for
undergraduate studies abroad in another EU Member State or EFTA/EEA country:

¢ Portability for complete courses of study abroad:

The Nordic countries (Denmark, Finland, Sweden, Iceland and Norway) provide financial support for
students on full degree courses in another country to the same extent as for study in the home
country. In Denmark, however, the maximum period of such support is four years. If the course can be
completed within four years, support is given for the whole period. If the course lasts more than four
years, support can only be given for the final four years. (In a very few cases, there is a possibility of
support for the entire period of a course.) In these countries, the support for study abroad is awarded
regardless of the host country (EU Member State, EFTA/EEA countries or third countries). In addition,
on the basis of the cooperation agreement between the Nordic countries there are special regulations
for study in another Nordic country (see section D).

In Luxembourg and Liechtenstein, in both of which there is limited higher education provision, study
abroad is the norm. Student mobility and the portability of support to go with it are very fully developed.

* Portability for complete courses of study abroad restricted to specific institutions,
populations or countries:

In Belgium, support for full study abroad is possible if the required course is not available in home
institutions. It is also available to Belgian students resident abroad with their families, irrespective of
whether equivalent courses are offered in Belgium. In Germany, it is possible for students from the
Danish minority to receive support for full study in Denmark if the course is not available in German
institutions. In Ireland, the system was altered in 1996 to allow students to undertake full-time
undergraduate studies in another EU country, using national educational assistance for approved
courses at approved institutions. In France, grants are available for study in member countries of the
Council of Europe.

Dutch students studying in the Flemish Community of Belgium and the three German Lander of
Bremen, Lower Saxony and North-Rhine Westphalia are also entitled to student support during their
full period of study abroad (see section D). Advised by the Netherlands Organisation for International
Cooperation in Higher Education (NUFFIC — part of the NARIC network), the Dutch Minister of
Education, Culture and Science has designated institutions within the EU and EFTA/EEA countries in
which portability for full study abroad is possible for a specified number of courses (e.g. medicine,
pharmacy etc.).
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SUPPORT FOR STUDY ABROAD

FIGURE |.5.2: PORTABILITY OF SUPPORT FOR UNDERGRADUATE STUDY ABROAD IN ANOTHER EU MEMBER
STATE OR EFTA/EEA COUNTRY, 1997/98
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e Portability for study abroad which is only part of the whole course

In Belgium, Germany, Spain, France, ltaly, the Netherlands, Austria and the United Kingdom,
portability of support is allowed for a limited period of study abroad.

+ No portability for study abroad

In a few southern European countries (Greece and Portugal), support for undergraduate study abroad
or for a temporary period of study abroad is not possible within the scope of the national system of

student support.

B.2. LIMITATIONS ON PORTABILITY

Portability for full study abroad has become increasingly important in so far as some countries have
started to extend their arrangements for support. Financial support for courses that provide the
applicant with an academic or professional qualification recognised in the home country, is regularly
available for the number of years normally required to complete the programme. There may be
residence requirements. Persons applying for financial support to study abroad must have lived in the
home country for a certain period immediately preceding their departure for this purpose, and must be
regarded as only temporarily resident abroad.

The next most usual case for portability is the availability of support for one or two years of full-time
study abroad, usually as an integral part of a course in the home country. Regulations in some

_ countries differ from this general model and there are also additional criteria for support in some
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

countries. These conditions of support refer to the duration of study, the host country and host
institution, the question whether the course abroad fits into the organisation of study at the home
institution, questions of the correspondence of home study and study abroad and khowledge of the
language of the host country. Figure 1.5.3 presents an overall picture of the conditions governing
financial support for undergraduate study abroad.

B.2.1. Time restrictions

e Study abroad should not last longer than one year or two semesters (Germany), or four semesters
(Austria). In Spain, grants are always awarded for a limited period, and cannot cover an entire
phase of study.

* In Sweden and Norway, where full study abroad is possible, support is awarded to students abroad
for just one academic year at a time. This is to ensure that the academic progress of the students is
satisfactory.

B.2.2. Restrictions related to the host country or institution

¢ Portability may be partly restricted to institutions which fulfil certain requirements in the French
Community of Belgium. In Spain, the host institution must be within a European Union country and
be approved by the Spanish home institution under an inter-university cooperation agreement.

» Portability may be restricted to specific countries: for example, grants are available to Belgian
Flemish-speaking students who continue their studies in the Netherlands, even where
corresponding courses are offered in the Flemish Community of Belgium.

B.2.3. Course-related restrictions

e In the case:of limited periods abroad, it must be proved that foreign study courses are part of a
course in the home institution or study programme (Denmark, Spain, France, the Netherlands,
Austria, Iceland and, partly, in Finland).

* In the United Kingdom, the period of study abroad must comprise a necessary part of the student's
course at the home institution.

* A mastery of the language in the host country must be proven (Germany).

e At the outset, study must have been undertaken in the home country (Germany). The students
must have completed the first part of their studies or four semesters (Austria).

» Courses must be full-time undergraduate courses lasting not less than two years, which are
pursued in universities or third-level institutions maintained or assisted by recurrent grants from
public funds in another European Union country (Ireland).

B.3. SPECIAL SUPPORT

Most countries provide special support or increase grant amounts, where the costs of study abroad
are higher than those of the home country.

The period of financial support may be extended. Thus, in Denmark, support‘may in some cases be
awarded for more than four years if the study programme in question is not offered in the home
country. In Germany, support is extended to 2% years on condition that the study undertaken abroad
is relevant to the German course in which the student is enrolled. In Finland, the period of support, as
well as the amount of the accommodation allowance and state-guaranteed loan, may be significantly
increased in the case of study abroad.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

In general, support is awarded not only for subsistence but also for travelling expenses (Germany,
Sweden and Norway).

In Austria, students may top up their grants to cover the additional costs of studying abroad for a ten-
month period. In the Netherlands, the portability of support is subject to certain conditions as already
pointed out in B.1. and B.2. above. Special grants have nevertheless been introduced with effect from
1998/99 so that students can undertake full-time undergraduate courses in the European Union and
EEA/EFTA countries. United Kingdom students, for whom study abroad is a necessary part of the course,
may also be eligible for more substantial support. The duration of the study abroad must be longer than
eight weeks, and the value of the award depends on the cost of living in the country concerned.

Countries in which no fees are charged may give special support to students who have to pay fees in
other countries (Denmark, Germany, Luxembourg, Sweden and Norway).

Finally, Liechtenstein nationals who are not resident in their own country may receive grants to study
abroad if in their countries of residence they do not enjoy benefits equivalent to those granted in
Liechtenstein. Similar provision exists for German students under certain exceptional circumstances.

C. AVAILABILITY OF SUPPORT
FOR POSTGRADUATE STUDY ABROAD

In some countries, the portability of support described in the previous section for students taking a first
qualification also applies to students taking a second qualification. These are countries in which
support is awarded independently of the level of study: Denmark, Luxembourg, Austria, Finland,
Sweden, Iceland, Liechtenstein and Norway.

In Iceland, interest on loans for the payment of tuition fees is subsidised for postgraduate students
abroad, although this is not the case for students on overseas undergraduate courses.

In the other countries, where there is a system of student awards based on social and academic
criteria, the portability of such support is not widely developed. Instead, support tends to take the form
of specific allowances to the most able students for study abroad.

In Belgium, the general system does not include financial support for second-level studies. Students
on postgraduate courses abroad may nevertheless obtain specific assistance awarded independently
of this mainstream provision. In France, students engaged in research and doctoral studies can obtain
grants on the basis of social and academic criteria, but they are not allowed to use these outside the
country. On the other hand, specific support for study abroad is available.

In Spain, pre- and post-doctoral grants can be portable, but only in certain cases. However, there are
specific grants for study abroad at this level, which cover course fees and removal and travelling
expenses. In Italy, doctoral students carry out some of their research abroad. During this period, their
grant is raised by 50%. The universities also provide grants for specialisation abroad. In Portugal, the
Ministry of Science and Technology supports students on postgraduate (third-stage) courses abroad.
In the United Kingdom, students in receipt of support for postgraduate courses may also receive an
allowance towards the cost of certain studies abroad, but this applies only in a very small number of
cases.

In the other countries, students undertaking research or doctoral studies do not receive public funding
to study in their home country. The question of portability does not therefore arise. However, specific
support is available to students for foreign study. In Greece, for instance, grants for postgraduate
study abroad are determined in relation to the cost of living in the host country, and cover removal
expenses, tuition fees (in whole or in part) and a monthly subsistence contribution, as well as
expenses linked to the publication of doctoral theses on the completion of courses.

L



SUPPORT FOR STUDY ABROAD

In Germany, postgraduates may obtain state support from three sources (namely, the federal
government in the case of especially gifted students, the Lander for post-graduat students, and the
Graduiertenkollegs Programme administered by the Deutsche Forschungsgemeinschaft e.V., the
German Foundation for Academic Research). These three possibilities enable postgraduates to
undertake periods of study abroad. In the Netherlands, specific support for foreign study has been
available since 1997/98.

D. THE ROLE OF EDUCATIONAL PROGRAMMES AND
BILATERAL AND MULTILATERAL AGREEMENTS

Educational programmes for foreign students, as well as bilateral and multilateral agreements, support
student mobility in so far as they build up relations between countries and educational institutions.
Indeed, the decision to study abroad is dependent on financial support and recognition from which the
foreign course benefits.

D.1. INCENTIVES PROVIDED BY INTERNATIONAL ORGANISATIONS

Back in 1969, the Council of Europe launched a ‘European Agreement on continued payment of
scholarships to students studying abroad’, which has since been ratified by the following EU Member
States and EFTA/EEA countries: Germany, Spain, France, Luxembourg, the Netherlands, Austria,
Portugal, Finland, Sweden, the United Kingdom, Iceland and Liechtenstein. Students are entitled to
the support awarded by their home country, while completing their course in any one of those
countries which have ratified the agreement.

Since 1976, the European Community has encouraged students to enrich their education by
undertaking part of their course of study outside their home country. The Erasmus programme for the
mobility of students in higher education was introduced in 1987 and, since 1995, this activity has been
included as part of the Socrates programme. The number of participants in this exchange programme
increased eightfold in six years '. Within the EU, the policy in favour of portability is strongly
encouraged by the European Commission. In September 1996, the Commission published a Green
Paper on Education -Training - Research. The Obstacles to Transnational Mobility * which proposed
that the EU Member States completely abandon the territorial principle of single-state scholarships
and grants. A similar proposal was made by experts at the international conference organised by the
European Council for Student Affairs (ECStA) * on the topic of ‘Student funding and mobility in Europe’
in Strasbourg, also in 1996. Financial support for study is seen in the Commission Green Paper as the
decisive contribution to mobility. Mobility in this sense means a change of study location for at least a
limited period of time. In the long-term, the aim is that it should be made possible for students to
complete entire degree courses in other European countries.

For their part, the Member States have also made similar efforts to support student mobility. They
contribute financially under the agreements and in the programmes. For example, they award support
to supplement the Erasmus grants. In some countries (Denmark, Spain, Ireland, the Netherlands,

' See Key data on education in the European Union, 1997, European Commission, Luxembourg, Office for Official
Publications of the European Communities, 1998.

2 COM(96) (462).

* The European Council for Student Affairs was founded in May 1993. The ECStA founding members are
organisations and experts involved in the social infrastructure of universities in the EU countries, as well as in
those expected to become EU Member States in the future.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

Austria, Finland, Sweden, the United Kingdom, Liechtenstein and Norway), students are also entitled
to the usual study support from their home country, in addition to the Erasmus grant. In Spain,
_students who are awarded a state grant and receive an Erasmus grant may also obtain support for
“accommodation. In Iceland, however, the Erasmus grant is deducted as income in the calculation of
the loan amount.

To promote student mobility and help students make the most of their study abroad, however, the
recognition of qualifications gained abroad needs to be improved. ‘Undoubtedly, academic recognition
of degrees, diplomas, exams, courses and other qualifications is a prerequisite for increased mobility.
And both the individual student and the relevant authorities will obviously display a greater interest in
mobility in cases in which a course of education can be completed in part or in totality at a host
institution without incurring any delays or any extra costs. This reciprocal recognition of courses and
examinations has thus formed the cornerstone of major programmes such as Erasmus * and
NORDPLUS.’®

D.2. AGREEMENTS BETWEEN COUNTRIES

Financed by the Nordic Council of Ministers, the NORDPLUS Programme was the result of a special
agreement between the Nordic countries. Launched in 1988, this exchange Programme is similar to
Erasmus. It awards grants for study in another Nordic country, for a maximum period of one academic
year. The number of exchanges has risen considerably in the last five years.

Other agreements already mentioned are those between the Netherlands and the Flemish Community
of Belgium, as well as three German Lander (Bremen, Lower Saxony and North-Rhine Westphalia).
According to these agreements, all Dutch students on full-time courses in higher education there are
entitled to student support from the Netherlands. This is subject to the requirement that such courses
come within the scope of the financial support system of the country in which the students concerned
are studying.

The exchange of students and the recognition of courses undertaken in another country, which are
negotiated in these bilateral and multilateral agreements, could be the starting point for a wider
approach where portability is granted for more and more countries (see Chapter 6 on support for
foreign students).

Liechtenstein has special agreements with Bavaria (Germany), Austria and Switzerland. Similarly,
Luxembourg has special agreements with Belgium, Germany, France, Austria and the United Kingdom
for the recognition of previous studies in Luxembourg where the first year of university is available
within the country.

There is a tendency in the EU Member States and EFTA/EEA countries to support not only complete
study programmes abroad, but also a growing number of students who go abroad to complete part of
their home-country-based degree studies. This is made possible more particularly through the
increasing internationalisation of courses.

* To promote study abroad, the European Community Course Credit Transfer System (ECTS), which provides a
way of measuring and comparing learning achievements, and transferring them from one institution to another,
has been established under Erasmus (see Commission of the European Communities — Education, Training
and Youth — Erasmus, ECTS, Brussels, Luxembourg 1994).

* Cf. Council of Europe: Recognition of higher education qualifications: challengés for the next decade, Strasbourg

o 1996, p. 156.
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CHAPTER 6
SUPPORT FOR FOREIGN STUDENTS

This chapter deals in general with support awarded, under the same national provisions as for home
students, to foreign students from EU and EFTA/EEA countries. Reference is also made, when
information is available, to provision for students from outside the EU Member States and EFTA/EEA
countries (referred to as ‘third countries’). The perspective adopted is that of the host country. A broad
definition of a foreign student is someone who is not a citizen of the country in which he/she is
studying. It should, however, be borne in mind that, in many countries, there are resident foreigners as
a result of a prior migration by themselves or their parents, i.e. ‘resident foreign students’, as distinct
from those who come to the country expressly for the purpose of pursuing their education, i.e. ‘non-
resident foreign students’.’ ‘

In relation to criteria for financial support for studies, some countries make a similar distinction
between foreign students and guest students. Foreign students are usually eligible for national study
support, as they are resident in the host country for reasons other than their education. If their studies
are the main reason for being in the host country, they are considered as guest students and are not
eligible for student support under the main national system (for example, in Spain or in Sweden). This
chapter, therefore, deals essentially with students who are resident.

While this chapter covers the availability of support to foreign students and the conditions governing its
award to them, there are unfortunately no statistical data on the percentage of foreign students that
are grant- or loan-holders in each country. However, to give an idea of the size of this group within the
student population, we present data on foreign students from another EU Member State or EFTA/EEA
country, as well as from third countries.

Besides student financial support under the national system, various scholarships for foreign students
may be provided by ministries of foreign affairs (Germany, Spain, France and Portugal) or other
ministries (the Flemish Community of Belgium, and Austria) and various foundations. These are not
covered in this document.

' Unesco, OECD, Eurostat. 1996 Data collection on Education statistics.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

A. POPULATION OF FOREIGN STUDENTS

Figure 1.6.1 gives a general indication of student mobility within the European Union and the
EFTA/EEA countries. The proportion of foreign students moving between these countries is 2.1% of
the whole student population, whilst 3% come from third countries. These students from third countries
are mainly from the rest of Europe, Africa and Asia.

Those countries with the most foreign students from another EU Member State or EFTA/EEA country are
Belgium (5.2%), Austria (5.8%) and the United Kingdom (4.8%) which also host many students from third
countries. In these two latter countries, foreign students account for some 10% of the student population.

Among countries which host a large number of foreign students from outside the EU and EFTA/EEA
countries are Germany (5.3%), France (5.2%) and Norway (4.4%).

B. CONDITIONS FOR SUPPORT

In all countries, certain categories of foreign students who meet specific criteria are eligible for state
support under the same national provisions as home students. Besides the payment of tuition fees
similar to the fees paid by student nationals, support for foreign students covers the various aspects of
support given to the former, i.e. grants and loans, exemption from the payment, where required, of
registration or tuition fees, and other social benefits such as assistance for accommodation. As far as
the payment of tuition fees is concemned, the European Community provisions as interpreted by the
Court of Justice of the European Communities guarantee, on the one hand, equal treatment for
students from within the Community and student nationals in access to education and training (Articles
12, 149, and 150 of the Treaty in force since the 1 May 1999, former articles 6, 126 and 127). In
practice, this equality principle means that any educational institution must accept student nationals
from other Member States in accordance with the same terms applicable to its own nationals. It follows
that no additional payment can be required of the former on the grounds of their nationality. As regards
other benefits (grants and/or loans meant to cover living costs, possible exemption from tuition fees
that may be paid by student nationals, etc.), the provisions are more restrictive. The crucial criteria for
their award to foreign students are employment and/or residence in the host country, and
nationality.

B.1. EMPLOYMENT

At European Community level, Council Regulation 1612/68 provides for the equality of EC workers and
their children in relation to student nationals, in the area of social benefits. Since 1994, this regulation
has also applied to the EFTA/EEA countries (under Protocols 29 and 30 in the EEA Agreement:
cooperation with the EU in the field of education and training). The Treaty and Regulation 1612/68/EEC
have general application. In other words, it is not necessary to have a specific national act for their
implementation. According to Article 189 of the Treaty on European Union, they are binding in their
entirety and directly applicable in all Member States. The Member States, however, had to adapt their
national legislation to the ‘requirements’ which follow from EC legislation. _

In all countries, employment is therefore a fundamental condition for support of nationals from EU
Member States and EFTA/EEA countries, who have come to another Member State under the
arrangements for free movement of workers within the EU.
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SUPPORT FOR FOREIGN STUDENTS

FlGURE 1.6.1: PERCENTAGE OF HIGHER EDUCATION STUDENTS FROM ANOTHER EU MEMBER STATE OR
s .EFTA/EEA COUNTRY, AS WELL AS FROM THIRD COUNTFHES 1995/96
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; Germany, Spain, France, Austria and Sweden: Data for incoming students from EU and EFTA/EEA countries include
Erasmus students.
Greece: In 1994/95, 5.8% of foreign students came from third countries and 1.2% from the European Union and EFTA/EEA
countries (national data).

. EXPLANATORY NOTE

' The percentages of foreign students from another EU Member State or EFTA/EEA country, as well as from a
third country, are calculated by dividing the respective foreign student population by the total number of !
_students (all nationalities combined) within each country. 7 '

As a result, it follows that:

» these migrant workers are entitled to student financial support if they worked before beginning their
courses, and if their studies are closely connected to their work in the host country, or if they have
become involuntarily unemployed. In Ireland, this only applies to migrant workers from the European
Union;

e children of migrant workers are entitled to receive support if their parents (or one of them) either
are, or have been, gainfully employed in the host Member State or pursue, or have pursued,
activities in the host Member State in accordance with Community regulations on the freedom of
establishment and the exchange of services. It is, however, a condition that the children have
come to the host Member State in connection with the parents' activities in the country and are
resident there, and that the parents are still supporting them;

o the same entitlement is extended to the spouse of the migrant worker who has come with the latter
to the host country. In Ireland, this only applies if the spouse is also a European Union national.
Although there are usually no residence requirements for migrant workers and their children, there are
@  ©xceptions, as in the case of foreign students in Spain, whose families must have resided permanently
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there for at least 183 days before support can be applied for. In order to be eligible for a grant under
the Student Support Schemes in Ireland, parents or guardians of candidates — or, in the case of
independent mature students, the candidates themselves — should have been ordinarily resident in the
administrative area of the local authority/vocational education committee from 1 October of the year
prior to entering an approved course. Similar conditions apply to the qualification for student loans in
Iceland where, in order to qualify, applicants must have had registered domicile for at least one year

prior to commencement of study.

FIGURE 1.6.2: SPECIAL RULES FOR MIGRANT WORKERS:
SOME DEFINITIONS AND EXPLANATIONS

Migrant workers have special rights under Council Reguiation (EEC) No. 1612/68 on freedom of movement for
workers within the Community:

Title 1l of the Regulation deals with ‘Employment and equality of treatment’; and Title Il with ‘Workers' families’.
Those articles which relate to education are:

Article 7 (2), which states that a worker who is national of a Member State ‘shall enjoy the same social and tax
advantages as national workers' and,

Article 7 (3), which states that a worker who is national of a Member State ‘shall also, by virtue of the same right and |

under the same conditions as national workers, have access to training in vocational schools and retraining centres.’

Article 10 (1) states that the children or spouse of a migrant worker have the right to install themselves with the
migrant worker.

There are different judgments from the Court of Justice (CJ) which interpret these regulations.
« For vocational training and tuition fees

According to the Gravier judgment of 13 February 1985 (Case 293/83) ‘Any form of education which prepares for a
qualification for a particular profession, trade or employment or which provides the necessary skills for such a
profession, trade or employment ... is vocational training, whatever the age and the level of training of the pupils or
students, even if the general training programme includes an element of general education’. According to the Blaizot
j'udgment {Case 24/86), university studies correspond, in general, to these requirements, Furthermore, according to
the Gravier judgment, ‘The imposition on students who are nationals of other Member States of a ... registration fee ...
as a condition of access to vocational training, where the same fee is not imposed on students who are nationals of
the host Member State, constitutes discrimination on grounds of nationality contrary to Article 12 of the new Treaty
(former Article 6)'. The Blaizot judgment (case 24/86) extended the principle to university courses.

¢ For social benefits

‘A grant awarded for maintenance and training with a view to the pursuit of university studies leading toa professional
qualification constitutes a social advantage within the meaning of Article 7 (2) of Regulation No. 1612/68' (Lair
judgment of 21 June 1988, case 39/86).

The dependent children of migrant workers are entitied to educational assistance as a social benefit to the same
extent and under the same conditions as the children of domestic workers (Echternach judgment of 15 March 1989,
case 389 and 390/87). :

In the Gaal judgment (case C-7/94 of 4 May 1995), the court found that the definition of a child in Article 12 of the
Freedom of Movement Regulation was not to be restricted within the Community by an age limit or the requirement of
the provision of maintenance. Accordingly, the children of EU citizens have their own right to educational assistance
on the basis of Article 12 of this Regulation when they are 21 years of age or older and no longer receive
maintenance from their parent(s), if in the past they were entitied to ‘freedom of movement as children’.

o
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SUPPORT FOR FOREIGN STUDENTS

B.2. RESIDENCE

While Community law has harmonised student financial support as it affects migrant workers from the
EU Member States or EFTA/EEA countries, there are still differences between the regulations of the
Member States concerning persons who do not have migrant worker status (whether EU or EFTA/EEA
nationals, or nationals from third countries). According to European Community provisions, a student
national from another Member State who is not, officially, a worker (or a member of the family of a
worker) cannot claim support for maintenance expenses, or a grant to cover subsistence expenses. Of
course, this does not preclude Member States from deciding, at their own initiative, to let foreign
students on their territory benefit from this kind of grant. Each country has its own special regulations,
in particular as regards residence requirements for financial support intended to cover maintenance
expenses. Indeed, residence plays a vital part in determining the status of migrants, who are entitied
to student support in accordance with the following criteria:

e Duration of residence

— at least two years: Flemish Community of Belgium, Denmark, France and Sweden, as well as
Finland where there are additional criteria, such as that of residence in the country for purposes
other than study;

— three years: Luxembourg, subject to possession of a Luxembourg secondary school leaving
certificate, and the United Kingdom provided that full-time study is not the main reason for
residence there;

— five years: French Community of Belgium, provided that five years of study are completed, unless
a Belgian student is receiving support in the host country; Austria, provided that students are
resident with one of their parents; Liechtenstein, where this time limit may be reduced to two
years if a foreigner's home country offers the same benefits to students from Liechtenstein.

In Ireland, the applicant must be resident from at least 1 October prior to commencing a third level course,
provided that full-time study is not the main reason for residence. The residence-related conditions for
support in the Netherlands are either that students should hold a residence permit for an indefinite
period or, if they are aged less than 21, that they should hold a residence permit for a specific period
and that one or both of their parents should have been resident in the Netherlands for an unbroken
period of at least three years. There is no condition relating to the length of the period of residence for
migrants who are permanent residents.

¢ Resident children who have accompanied their parents to the host country

Children who, together with their parents, have taken up permanent residence in the host country and
who, when they entered the country, were aged less than 20 (Denmark and Sweden), 19 (Norway) or
18 (the Netherlands and Finiand), are entitled to financial support.

B.3. NATIONALITY

Relationship to a national is another condition for support. Foreign students are entitled to support in
Norway irrespective of their residential status, if they are aged at least 19, and if one of their parents or
grandparents is a Norwegian national. In Liechtenstein, there is similar entittement if the mother is a
Liechtenstein national.

Refugees also have the right to support in all countries, under certain conditions. Refugees are
defined as:

e those who have been resident in the host country for a year and been granted refugee status, in
the French Community of Belgium and in France;

« those who are recognised as political refugees, in the Flemish Community of Belgium;:

e 449
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e those who have been given political asylum, or reunited with their family, in Denmark;

e persons who have official refugee status, or who have been granted humanitarian leave to remain
in the country, in Ireland;

» those ordinarily resident in the host country, who are recognised as refugees, in Germany and
Norway;

e Convention refugees, in Austria.

In Finland, refugees and returning immigrants are exempt from the regulation that foreign students
obtain support from the government only if they have lived in the country for at least two years for
some purpose other than study, and their residence is considered to be permanent. In Sweden,
refugees are entitled to support once their refugee status is officially recognised. In the United
Kingdom, students may also be entitled to a grant or a loan if they, their spouses or their parents, are
recognised as refugees by the government.

B.4. COMBINATIONS OF EMPLOYMENT, RESIDENCE AND NATIONALITY

¢ Residence and employment combined

In Denmark and Sweden, persons who have resided in the host country for an unbroken period of two
years or more prior to the time of application, must as a minimum have had a part-time job or practical
training during this period; in Germany or Austria, they must have resided in the country for five years
and be legally employed. In Norway, the unbroken period of residence has to be at least one year,
‘during which the person must have had a full-time job. Those who have studied for an unbroken
period of three years with sufficient progress before applying are also entitled to support.

¢ Residence and nationality combined

In the French Community of Belgium, Turks and nationals from developing countries who have been
resident there for five years, and completed five years of study are entitled to support. In Denmark,
there is similar entitlement for persons, who immediately prior to the time of application, have been
resident there for an unbroken period of two years, and have during this period been married to a
Danish national. Permanent residents in Germany are entitled to support, provided that one of their
parents is a German national.

C. REGULATIONS RELATED TO PAYMENT OF FEES

C.1. EUROPEAN UNION OR EFTA/EEA NATIONALS

In general, students from EU and EFTA/EEA Member States are in the same situation as national
students, with the exception of Greece where, as a rule, students have to pay registration fees
(between PPP/ECU 530 and 750).

In some cases, students from EU or EFTA/EEA countries are subject to the same conditions as
nationals of the host country if they satisfy particular residence criteria. In Ireland, the government
meets the tuition fees of eligible students who are attending approved third-level courses. In general,
eligible students are third-level students who (a) are first-time undergraduates, and (b) are European
Union nationals and have been ordinarily resident in an EU Member State for at least three of the five
years preceding their entry to an approved third-level course. In the United Kingdom, students from
EU countries who have lived in the EEA for the three years immediately before the start of their
courses but do not have (or their family does not have) ‘migrant worker’ status may" be eligible for
grants to cover tuition fees. They are not eligible for maintenance grants or student loans.
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C.2. THIRD COUNTRY NATIONALS

By contrast, in quite a number of Member States, students coming from third (non-EU and non-
EFTA/EEA) countries pay higher fees than host country nationals if there is no bilateral agreement
with the countries of origin of the students. In Ireland and the United Kingdom, ‘overseas’ students
have to pay fees intended to cover the full cost of teaching.

In Greece, students who have insufficient financial means but are distinguished for both their diligence
and good conduct may be exempted from tuition fees. In Austria, incoming students from a third
country pay fees of PPP/ECU 272 each semester, with the exception of the following: students who
have been resident in Austria for five years and are legally employed; students who have a grant;
students who come from developing countries; Convention refugees; and stateless students. Neither
are fees due if there is an agreement to this effect between the home country or institution of the
students concerned. In Portugal, grant-holders who are nationals of "African countries in which
Portuguese is the official language are exempt from tuition fees, provided that the same exemption is
offered to Portuguese nationals who study in those countries.

To an extent that varies from one host country to another, special groups of foreigners do not have to
pay registration or tuition fees.

,_’~~_ ey g

FIGURE I 6 3: CONDITIONS GOVERNING THE PAYMENT OF TUITION FEES BY FOREIGN STUDENTS FR.OM THIRD |
COUNTRIES (OUTSIDE THE EU AND EFTA/EEA) FULL-TIME UNDERGRADUATE PUBLIC SECTOR 1997/98
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Source: Eurydice.

D. INTERNATIONALISATION AND SPECIFIC KINDS OF
SUPPORT FOR STUDENTS FROM THIRD COUNTRIES

Over and above the developments described, more and more countries have declared
internationalisation as a priority of educational policy. By so doing, they support not only the mobility
of their own students but the enrolment at their higher education institutions of incoming foreign
students. Danish universities and colleges have set up certain programmes given in English. In
Germany, new study courses with Bachelor's and Master’s degrees are being implemented, as well as
international study courses. In Spain, universities organise courses for foreigners in Spanish language
and culture, and certificates are awarded to students who demonstrate proficiency in Spanish. During
the 1990s, Finland witnessed increasing participation in exchange programmes and an
internationalisation of the contents of study. Higher education institutions in the UK have been involved
in international activities for a number of years, and many institutions have built up extensive networks
of links for both student and staff exchanges. Courses that include a European or international
dimension are becoming increasingly common and often provide opportunities for study abroad.

There are also signs of greater internationalisation of higher education courses in Iceland. This has
been mainly reflected in more courses given in English for foreign students.

Furthermore, several agreements have been signed between EU Member States and EFTA/EEA
countries and third countries. These play a crucial role, if we take account of the much higher number
of foreign students from these countries in comparison to the number of students from EU Member

~ States and EFTA/EEA countries.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

It students from third countries do not belong to any of the categories of foreigners referred to in
section B, they are not entitled to support from the main national systems. They may, however, be
eligible for special support. Support for students from third countries includes special scholarships
provided by the government under bilateral and multilateral educational agreements and programmes,
or by various foundations.

In Belgium, students from third countries may, under certain circumstances, obtain grants awarded
in the French Community by the CGRI (Gen'eral Commissariat for International Relations) and, until
1999, by the AGCD (General Administration of Cooperation for Development). The education
department of the Ministry of the Flemish Community awards grants to foreign students under
cooperation agreements.

In Germany, around 30 organisations offer financial support to foreign students for university
courses. The DAAD (a federal government body) is the biggest. It helps students from all other
countries to study in Germany, generally after obtaining a first qualification.

In Greece, there are bilateral educational programmes with Eastern European countries,
Azerbaijan, the former Soviet Union, etc. There is a special Development Assistance Committee
(DAC) support programme that provides financial support to students coming from developing
countries.

Spain has signed several cooperation agreements with Eastern European countries, countries in
Latin America and many other countries.

France awards grants to students from third countries as part of scientific or technological
cooperation programmes, either under grant schemes negotiated with the partner countries
concerned, or on an individual basis.

In Ireland, there is a special scheme for incoming students from developing countries and, in
particular, Ethiopia, Lesotho, Sudan, Tanzania and Zambia.

In Italy, students may benefit from the measures awarded on the basis of competitions. Some
Regions and regional student agencies reserve a quota of grants for foreign students. There are
also programmes in favour of students from developing countries.

In Austria, several agreements have been signed with eastern European countries. A multilateral
convention called the Central European Exchange Programme for University Studies (CEEPUS)
relates to students from Bulgaria, Croatia, the Czech Republic, Hungary, Poland, Romania,
Slovakia and Slovenia. Other conventions exist with countries throughout the world and, in
particular, the developing countries, for assistance lasting around one year.

In Portugal, students from Portuguese-speaking African countries may receive grants under the
terms of bilateral agreements.

Liechtenstein has special scholarships for students from Eastern Europe.

The Nordic countries have developed a special scholarship programme for students from the Baltic
States and north-western Russia. For the last ten years in Denmark, specific programmes for
citizens from certain Central and Eastern European Countries (CEECs) have been developed and,
for many years, there have been special scholarship programmes for students from developing
countries. In Sweden, a long tradition of international exchanges also includes provision for
students from third countries. In Norway, there is a special programme for citizens of some CEECs
and developing countries.
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CHAPTER 7
MODELS OF FINANCIAL SUPPORT

The different categories of student support each discussed separately in the first four chapters of Part
| now need to be reconsidered as a whole, to show how the overall student financial support systems
to which they belong are implemented within the various countries. Figure 1.7.1 helps to clarify this
integrated approach, by presenting a diagram for each country to illustrate four elements:

 the higher authority that funds support (the State or the Communities in Belgium, the Lander in
Germany and some Autonomous Communities in Spain),

o the higher education institutions,
e the students,

o the families (parents) of students: families are represented where they themselves receive state
support, or where they have a bearing, as a result of their own income, on the award of support to
students. Where they have no such part to play, they are not shown.

In some countries, the financial involvement of agencies such as regional or local authorities, or
student organisations, is specifically indicated.

Unbroken vertical arrows represent transfers of support from the
STATE relevant authorities to recipients, whether higher education
institutions or students. In some cases, a third vertical arrow (dotted
here but not in Figure 1.7.1 itself) represents support awarded to the
parents of students, in the form of family and/or tax allowances.

Horizontal arrows (dotted here but not in Figure 1.7.1 itself) represent
i transfers of support from students or their parents towards higher
1 ] education institutions, and vice versa. No such arrows mean that the
HIGHER [+ — — | Students: Students ] . . ] .
INESEJth%\IIIgss : famiies | funding of education and student financial support are kept entirely
| separate, while their presence implies that the two are interrelated.

Finally, the small symbols attached to some arrows indicate the precise forms of support awarded to
the various beneficiaries. But they do not appear on arrows going from either the State or students to
higher education institutions, since these arrows represent subsidies or payments to support higher
education and not financial support to students.
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MODELS OF FINANCIAL SUPPORT

FIGURE |.7.1 (CONTINUED) SYSTEMS OF STATE FINANCIAL SUPPORT TO STUDENTS ON AN UNDERGRADUATE
COURSE IN A STATE INSTITUTION OR ITS EQUIVALENT, 1997/98
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EXPLANATORY NOTE

The diagrams show the most representative situation for each country, namely the one applicable to the
majority of students. Any variations to this descr/p{/on are /nd/ca {ed in the rexr

A. CONSTRUCTING MODELS OF FINANCIAL SUPPORT

Systems of financial support may be distinguished primarily in terms of the following two
considerations: the first is the recipient, whether the student alone, or the student and his or her
parents; the second is whether the financing of studies and student support are interrelated or kept
entirely separate. Where these two basic elements coincide, the four categories of countries already
identified in the introduction to Part | become apparent.

FIGURE I 7 2 TWOFOLD BREAKDOWN OF FINANCIAL suppom SYSTEMS,

1997/98
THE RELATION BETWEEN FINANCING THE COST OF EDUCATION, AND
SUPPORT TO STUDENTS
INTERRELATIONSHIP NO INTERRELATIONSHIP
THE RECIPIENT OF | THE STUDENT AND HIS/HER FAMILY | B, E,F, I, P D,EL, A
' SUPPORT THE STUDENT ALONE IRL, NL, UK DK, FIN, S, IS, NO

Source: Eurydice.

A.1. FIRST CATEGORY: THE RECIPIENTS OF SUPPORT

Two main models may be identified.

In the upper part of Figure 1.7.2 are the countries in which parental responsibility is a basic principle:
some of the support is awarded to families (in family and/or tax allowances), while another portion
goes to the student (primarily in the form of grants, except in Germany which awards a combination of
grants and interest-free loans). In these countries, the support awarded to students takes account of
parental income, while some support to families (mainly in family allowances and tax credits) is not
means tested. In most systems, tax allowances tend to favour the wealthiest families.
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DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

The lower half of Figure 1.7.2 shows countries in which support is channelied exclusively to students
(in grants or loans, except in Ireland which only awards grants, and Iceland which only provides for
loans) and not to families.

In the Nordic countries, awards are normally unrelated to parental income which has virtually no
bearing on the support system. By contrast, awards do take account of student income. Historical
analysis (see Part Il of the present study) shows that these circumstances are the result of a common
trend. In all the countries (except Iceland), support was formerly awarded with respect to parental
income, although the rate at which the latter has become irrelevant varies from one country to the
next. In fact, it still retains slight significance in Denmark and Finland, in each of which family income
remains a criterion in amounts awarded to a very small proportion of students, comprising those aged
under 20 in Denmark, and those living with their parents in Finland. Furthermore, in all the Nordic
countries with the exception of Sweden, the amount of support is related to where students live, and is
far lower when they live with their parents.

Finally, in Ireland, the Netherlands and the United Kingdom, support to students’ parents is now
virtually non-existent (although in Ireland the parents of students receive family allowances until their
children are aged 18 inclusive). Support is thus channelled directly to students themselves, but in
contrast to arrangements in the Nordic countries, is still partly related to parental income (grants in
Ireland, supplementary grants in the Netherlands and grants in the United Kingdom). Other forms of
support are awarded with no means testing (tuition fees in Ireland, basic grants, and loans in the
Netherlands and loans in the United Kingdom). In the UK, the 1999/2000 reform to replace grants with
loans is abolishing this link with parental income, although it will be retained for many students through
the means test for contributions towards tuition fees which was introduced in 1998/99. For students
aged over 25, or under certain particular circumstances, the income of students or their spouses will
be taken into account.

A.2. SECOND CATEGORY: PRESENCE OR ABSENCE OF A RELATION BETWEEN THE
FINANCING OF EDUCATION AND STUDENT SUPPORT

In many countries, there is no relation between the funding of education and financial support to
students.

The first group of countries consists of those in which higher education institutions, including self-
governing establishments, are exclusively state-funded. Such institutions charge neither registration
nor tuition fees, and play no part in financial support to students. The countries concerned are
Denmark, Germany, Greece, Austria, Finland and Sweden and, in the case of study at its own
institutions, Luxembourg. However, there are limited divergences from the model in a few regions.
Registration fees are now required by higher education institutions in some German L&nder.

Iceland and Norway also belong to the same group in so far as funding of student support there is
unrelated to the financing of state-sector higher education institutions. However, private-sector
institutions, which in these countries are in the minority, charge tuition fees whose payment may be
covered by support to the students concerned.

By contrast, in the other countries the financing of education and student support are interrelated. One
particular feature is common to them, namely that their institutions operate partly on the basis of
funding from private sources (in registration or tuition fees). Over and above this common
characteristic, several levels of interrelationship may be distinguished.

First, in Belgium, Spain, France and Portugal, most higher education institutions are state financed
and charge fees, the amounts of which are fixed by the relevant authorities. Support to students
suffering financial hardship includes a contribution to payment of these fees, which amounts to an
exemption in the first three countries and a grant for the purpose of their payment in Portugal. In

oy 116 1006



MODELS OF FINANCIAL SUPPORT

Belgium, Spain and France, institutions may also decide to exempt some students from payment. In
general, state-authorised exemption, whether total or partial, does not affect institutional budgets,
whereas exemption by institutions is borne by them directly.

In France, private institutions are partially state subsidised and charge tuition fees. Here, students are
offered support for fees payment in the form of a state grant. In Spain and Portugal, private institutions
are not directly state subsidised, and charge substantial tuition fees whose payment by students may,
however, be covered at least partially by state grants. In Portugal, family cash benefits include
possible tax allowances on payment of tuition fees. In four countries, the interaction between the
funding of education and financial support is more complex still.

Institutions in Ireland require payment of tuition fees. However, since 1996, these fees have been
abolished to be replaced by a state subsidy for most students, which is paid to the institution
concerned. Yet it would seem that, in budgetary terms, these amounts still come under the heading of
support to students. The funding of education and student support thus continue to be very strongly
interrelated. Furthermore, students continue to pay registration fees from which student grant-holders
are exempt.

In ltaly, both state and private institutions determine the amounts of tuition fees, but the former have to
fix them on a sliding scale linked to the income and capital of parents, in accordance with a national
regulation. Students entitied to a grant are automatically exempt from the payment of fees, while
institutions may also decide to exempt some students. Furthermore, fees paid by students on
registration partly contribute to the budgets of the regional services that channel support to students,
whether as grants, loans or subsidised services. And family cash benefits include partial tax
deductions on payment of tuition fees.

In the Netherlands, the amounts of (statutory) tuition fees charged by higher education institutions are
fixed by the government in the case of those students entitled to financial support (the majority). The
latter receive support in cash, as grants and interest-bearing loans. The amount concerned includes
an element for the payment of statutory tuition fees. Where students are not (or no longer) entitled to
basic support (for example when they are older than 27), they have to pay tuition fees determined by
their institutions, the amount of which must be at least equal to that of statutory tuition fees. In such a
system, any change in the conditions governing the award of support has implications for the funding
of institutions.

In the United Kingdom, until 1997/98, tuition fees were paid directly to higher education institutions: by
the relevant authorities in the case of most undergraduates, provided they successfully completed
their studies. Amounts so paid were standardised by the government, and higher education institutions
generally conformed to them. Since 1998/99, the system has undergone extensive reform: students
are paying contributions towards their tuition fees, with the amounts depending on their own income or
that of their parents or spouses.



DESCRIPTION OF PRESENT SYSTEMS OF STUDENT FINANCIAL SUPPORT

B. OTHER CRITERIA FOR ANALYSIS

B.1. EXTENT TO WHICH SUPPORT IS CENTRALISED

Most countries have one characteristic in common, namely that the provision and management of
support is the responsibility of the State, even though in certain cases administration is entrusted to
regional or local divisions of the ministry. Thus, in France, the award of grants to students and the
development of subsidised services is handled at regional level by the CROUS. The budget and
operational regulations are determined at national level. In Portugal, ‘social action’ services at each
higher education institution award grants and develop different public-sector services. But the budget
and the regulations governing support are nonetheless fixed at central level.

Although the regulations are also determined at national level in Ireland, Italy and the United Kingdom,
these three countries stand out as regards the important part played by local authorities in provision of
support (except in Scotland where the decisions themselves are taken at central level). In Ireland, the
local authorities manage the allocation of grants which are funded by the State. In ltaly, regional
services responsible for the award of support receive contributions both from the regions and the
students. However, it appears as though the State is funding a growing proportion of the budget of
these regional services. In England, Wales and Northern Ireland, grants and tuition fees have been
paid by the relevant authorities reimbursed by the State. However, it should be noted that the effect of
the change in regulations governing grants and tuition fees is to lessen this action by local authorities,
with the award of grants being managed at central level. The relevant authorities will still be
responsible for assessing eligibility for support for tuition fees and living cost loans, even though loans
will be administered through the Student Loans Company.

Several decisions are taken at decentralised level in countries in which student organisations are
involved in administration of support (Germany, Austria, Finland, Sweden and Norway). In all cases,
the latter is essentially concerned with the provision of services and is organised wholly or partly on
the basis of contributions from students.

Finally, Belgium appears to have a system in which major decisions are taken at a very decentralised
level: a significant share of the ‘social support’ budget is allocated to the corresponding services of
higher education institutions which distribute it as they wish among the different activities entailed
(catering, accommodation, grants, etc.).

B.2. THE RELEVANCE OF STUDY ATTAINMENT OR SATISFACTORY PROGRESS OF
STUDENTS

Although this factor is not indicated in Figure 1.7.1, it is an important feature of financial support and
thus belongs to this attempt to construct representative models. In general, means testing and the
satisfactory progress of students are very closely related. In countries in which support goes to
families, means-tested assistance (grants and loans) takes account of student attainment, while
assistance that is not means tested (as in the case of family allowances) is provided independently of
the results of students. This applies to Belgium, Greece, Spain, France, Italy, Luxembourg, Portugal
and Liechtenstein. One country, Austria, is an exception to this rule. The regulations governing
assistance to families that is not means tested, has recently been amended there. Such assistance is
now cut off when students continue their courses beyond the authorised period.
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Furthermore, in three German L&nder, students who continue their courses for longer than an
acceptable period no longer receive grants (though they may take out interest-bearing loans), and can
expect to pay much higher tuition fees.

In the Nordic countries, the period of support awarded exclusively to students is limited and its
continuation depends on successful completion of a minimum study schedule. Iceland appears to be
more restrictive, with continued support dependent on satisfactory completion of each semester.

Finally, student attainment has always been a condition for the award of support in Ireland and the
United Kingdom while, since 1993/94, it has become increasingly determinant in the Netheriands.

The significance of study attainment varies from country to country. In some countries, each academic
year has to be successfully completed, though with occasional authorisation to repeat a year,
whereas, in others, the key consideration is the completion of studies within a limited period that may
correspond to the formal length of courses, or one or two additional years. However, it would seem
that, in this area, countries are becoming increasingly similar, and that the relation between support
and successful study is tending to become more uniform, as will be discussed further in Part Il.

To sum up, while it is possible to classify countries in accordance with the kind of support offered
students, constructing models of support is less straightforward. Each country has developed its own
particular system from the constant search for a balance between basic principles and contextual
factors. History has no doubt had a central part to play in shaping current systems, as will be
explained in Part |l of this study, which will be devoted to the contextual analysis of financial support
systems.
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Part ||

Contextual

Analysis

The comparative analysis is based on the contributions of national experts

specialised in the field, who were appointed by the Socrates Committee and

whose names are listed at the end of the study. They have made every effort

to report in detail on the way in which the systems in their countries have

developed, by defining as precisely as possible the context in which changes

o have taken place or, in appropriate cases, by explaining clearly why reform
‘ did not occur and the system remained stable.
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INTRODUCTION

In Part | of this study, each component in current student financial support systems was examined in
detail in separate chapters. Then, in Chapter 7, the basic configuration of each system was presented
in flow diagrams illustrating a series of operational models. The aim of this second part of the study is
to provide a better understanding of the situation in each country, and identify the most conspicuous
trends currently emerging. In order to do so, it is important to consider the features of systems at the
outset, and examine how they have developed since then. This presupposes a historical analysis of
the main reforms that have taken place in recent decades. In order to be comprehensive in attempting
to explain the main reasons for the developments concerned, this analysis has to focus not only on the
basic principles of systems and the aims underlying reforms, but also the political, social and
economic contexts in which they have occurred. In other words, the factors governing the way in which
systems have evolved need to be identified. Establishing a relationship between these different
elements is central to the analysis.

The comparative analysis within Part |l is sub-divided into three chapters.

The first chapter describes the development of each system, taking as its starting point the
establishment of so-called ‘contemporary’ systems as defined in the introduction to the chapter. In its
first two sections, the number and frequency of reforms and, above all, their content, are examined in
detail.

As the concept of reform is central to this first chapter, a precise but sufficiently broad definition is
required to take account of all measures liable to affect student support systems. Accordingly, reform
is defined as a change in public policy implying a change in the form of support, the amounts awarded
or the criteria governing their award. Depending on the political and administrative body in the country
concerned, a policy change of this kind may be implemented either by means of legislation, or by
adapting or revising the regulations for implementing an existing law, without however amending it. In
both cases, the reform will be based on governmental or parliamentary initiative. As a result, this first
chapter regards reform as any political change deriving from administrative or legislative action.

In the next section of the same chapter, a time series indicates trends in the amounts of support, the
number of recipients and tuition fees. The accompanying explanation draws on elements from the
analysis in the preceding sections. Presented on a country-by-country basis, these data are used to
qualify or point up the significance of certain phenomena.

The complexity of situations evident from the analysis in the first chapter explains the significance of
the model analysis used in Chapter 2. This analytical model of the origins of systems and the factors
underlying their reform is presented in detail in the introduction to the chapter. The relevant
hypotheses and parameters defined in it explain why, in the interests of an in-depth investigation of the
circumstances surrounding the emergence of the systems and the factors that have influenced their
development, countries have been grouped together on the basis of how their systems were initially
structured.
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CONTEXTUAL ANALYSIS

Within this. study, therefore, the expression ‘contextual analysis’ means more than simply the various
influences affecting the occurrence of a reform at any particular time during the period concerned. For
the chapter demonstrates how only interrelating the different variables can help to explain how the
majority of systems have developed. The components of a particular system of support are the
products of the interaction between a given social, political and economic context and the aims
pursued by the system. As chapter 2 makes clear, no analysis of the factors leading to the various
reforms of the last 30 years is possible without articulating this group of parameters.

Finally the last chapter gives an account of the major debates and current issues linked to the whole
question of financial support. Among the themes identified, the different perspectives regarding the
financial independence of young people from their parents receive special emphasis. The issue is a
sensitive one because it is related to the possible dependence of students on the income of their
parents in the award of support and, in most cases, the provision of assistance to families. The
principle of personal contributions as opposed to the responsibility of the State is also the focus of a
great deal of discussion that covers the question of tuition fees and the terms governing loans. As the
final section of the same chapter also illustrates, evaluation conducted in some countries reveals that
socially balanced student enrolment in higher education as a means'to greater social mobility is a
significant issue in much ongoing debate.

Tables summarising the main historical events in the development of arrangements for financial
support in each country are provided in an annex. They offer readers details regarding the dates and
content of reforms, as well as their main aims and the general context in which they were introduced.
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CHAPTER 1
HOW SUPPORT SYSTEMS HAVE DEVELOPED

This chapter describes how the various systems of student financial support have developed in 18
European countries, in the light of the different reforms that have altered them.

From a methodological standpoint, the present chapter will be divided into two stages, starting with a
historical account of the origins of modern student support systems. It will then describe their different
patterns of development, while seeking to determine the extent to which all the systems share
common trends in this respect.

A. THE ORIGIN OF STUDENT FINANCIAL SUPPORT SYSTEMS

A sound grasp of student support systems depends, in part, on a consideration of their origins. In
addition to initial developments in contemporary systems, it is therefore important to analyse forms of
student support that existed in the past.

A.1. INITIAL FORMS OF STUDENT SUPPORT

In most European countries, national student support systems were established in the 1960s.
However, several countries already possessed their own arrangements for support before then. In
general, measures were introduced at the outset to meet the needs of gifted students whose limited
means excluded them from both secondary and higher education. For this reason, grant and/or loan
support was first awarded in most countries on the basis of merit, although it was intended for
(financially) poor students who would have been unable to continue their studies without financial
assistance.

One of the earliest references to the existence of support for students is from Liechtenstein. In Vaduz
in 1689, the Studienstiftung (Study Foundation) established by a priest, awarded grants to needy
students who demonstrated sufficient ability to benefit from a university education. Here, as in other
European countries, a tradition of student support provided by foundations and lay or religious
charitable organisations continued up to the introduction of current state provision. In addition, higher
education institutions often developed their own arrangements for support.

In the 19th and early 20th centuries, the State became more involved in assisting students than
previously. During this period, certain European countries developed relatively different arrangements,
albeit in pursuit of the common goal of helping academic ability overcome the restrictions of financial
hardship, by means of grants or loans, or through subsidised board and lodging. In most cases,
applicants for support had to demonstrate exceptional ability and sit a special exam before entering
higher education, or obtain the best marks at the end of each academic year.

Figure I1.1.1 summarises the main features of support in Europe at the start of the 1950s, describing
the origin and nature of grant and/or loan cash support to students. However, it does not include other
forms of assistance, such as reductions in, or exemption from, registration and/or tuition fees, support
awarded to the parents of students or subsidies for meals and accommodation.

LeV

C
b

125 135
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.

FIGURE [1.1.1: ORIGIN OF (GRANT AND/OR LOAN) CASH SUPPORT TO STUDENTS ON UNDERGRADUATE
COURSES, 1950

TYPE OF SUPPORT | GRANTS GRANTS AND LOANS LOANS
MAIN BUDGETARY SOURCE
" HIGHER EDUCATION INSTITUTIONS AP, IS FIN
PUBLIC LOCAL AUTHORITIES IRL, UK
CENTRAL GOVERNMENT PROVISION .| E, F, |, FIN, IS B,DK, S _ j., N_L, NO

Source: Eurydice.

Germany: Support administered by the Lander (the Honnefer model. since 1953); no data available previously.
Greece: Information not available.

France: Préts d’honneur existed from1933. but as a minor element in overall arrangements.

Netherlands and Norway: Grants were awarded on a very limited scale by higher education institutions.
Fintand: Scholarships were centrally administered from 1948 onwards.

Iceland: Grants were centrally administered for study abroad.

Liechtenstein: Until 1961, the award of public support was not based on any legislation.

Clearly, at the start of the 1950s, grant support was adopted in a great many countries. Very few
countries offefed nothing but loans. As figure I1.1.1 implies, the different forms of assistance could be
broadly classified as follows:

Higher education institutions

This heading groups together countries in which cash support was, during the period concerned,
“awarded solely by such institutions, which possessed their own independent arrangements for
support. Provision of this kind existed in Austria, Portugal and Iceland, although Iceland was a special
case in having only a single university at the time. Grants were the main form of assistance. In
Finland, both loans and grants were allocated by higher education institutions to students who had
successfully completed their first year of study.

Public local authorities

Support from sources under this heading was characteristic of countries with a traditionally
decentralised education system, in which local and regional authorities were responsible for the
administration and funding of education, as in the United Kingdom and Ireland. In some cases,
individual higher education institutions or even the central government supplemented assistance from
these local outlets.

Central government provision

Support organised in this way was already widespread in the 1950s. It was to be found in countries
whose educational system was -at the time centrally administered, and whose higher education
institutions were granted only limited autonomy by central government. Support under such
arrangements included the following possibilities: grants in Spain, Italy and Finland for first-year
students and, in Iceland, for students studying abroad; grants and loans from the “University
Foundation in Belgium; grants and loans in Denmark and Sweden; loans in Luxembourg that could be
converted into grants; and loans in the Netherlands and Norway, with a very limited number of grants
awarded by higher education institutions.
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HOW SUPPORT SYSTEMS HAVE DEVELOPED

A.2. THE ESTABLISHMENT OF CONTEMPORARY STUDENT SUPPORT SYSTEMS

Within the context of this study, the time at which the contemporary system was established is defined
as that at which, in contrast to the previous situation, a national public-sector student support policy
was developed and implemented. This policy sought to open up higher education to students from
underprivileged socio-economic backgrounds in accordance with nationally determined criteria.

In most countries, the introduction of contemporary systems also corresponds to a major conceptual
change in the definition of the student population entitled to support, in comparison with previous
forms of assistance. For there is a significant difference between helping a limited number of
extremely gifted students, and channelling support to students on the basis of broader social and
economic criteria. Furthermore, implementation of most of today's student support systems was
inspired by the determination of nation states to make support an instrument of social policy. This
attitude was consistent with the concept of the Welfare State developed during the same period in
many European countries. The year in which modern student financial support systems were
established in each country is shown in Figure 11.1.2.

FIGURE I1.1.2: YEAR IN WHICH CONTEMPORARY STUDENT SUPPORT SYSTEMS
. WERE INTRODUCED A

P RS - . e v - P

EUROPEAN UNION
B DK D EL E F IRL ! L NL A P
1971 1970 | 1971 1964 1960 | Endofthe 1968 1963 1977 1956 | 1963 | 1977
19" century
EUROPEAN UNION EFTA/EEA
FIN ] UK IS LI NO
1969 1965 1962 1952 1961 1947
Source: Eurydice.

A glance at the figure shows that today’s systems were created at different times and, therefore, in
very different historical circumstances. While most were introduced during the 1960s, in some
countries they were established sooner (as in France, the Netherlands, Iceland and Norway), or later
(as in the case of Luxembourg and Portugal).

In all cases, contemporary student support systems have been set up following official legislation.
However, in some countries, the laws concerned have entailed the improvement or formal enunciation
of decentralised or piecemeal measures and arrangements already in existence.

In countries in which support at the outset was decentralised and provided in a variety of forms, the
establishment of the current system primarily represented an effort to centralise responsibility for
social policy that was considered of great importance. In Germany, this need for a central frame of
reference contributed to-adoption of the BAf6G in 1971. Another obvious example was the creation of
the Higher Education Grants Scheme in Ireland in 1968, which applied to the whole country. The same
may be said of the United Kingdom following the recommendations of the 1960 Anderson Report.
However, rather than resulting in the creation of a special agency for all parts of the country, this led,
in 1962, to a law aimed at ensuring the use of uniform criteria for the award of grants by local
education authorities throughout England, Wales and Northern Ireland. In Scotland, the
recommendations of the Report led to the setting up of a national structure in the Student Awards
Branch of the Scottish Education Department (Ministry).

In some countries — such as the Netherlands, Iceland and Norway — the introduction of the support
system coincided with the constitution of a national fund as the main source of support. In Belgium,
Denmark and Sweden, this kind of fund already existed at the start of the 1950s to assist gifted
students, prior to the establishment of arra'ngemept‘g geared to helping financially poor students
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CONTEXTUAL ANALYSIS

The kind of support on offer is a further aspect of the changes adopted in some countries when their
current system was initiated. Figure 11.1.3 illustrates the main forms of grant and/or loan support
introduced when the current systems were set up.

The figure shows how, at the outset, over half the countries opted for a system based exclusively on
grants, whereas the others moved towards arrangements combining both forms of support. Iceland
and Norway were alone in developing systems based solely on loans.

FIGURE I1.1.3: FORMS OF STUDENT (GRANT AND/OR LOAN) SUPPORT WHEN CONTEMPORARY »__J_ATIONAL
SYSTEMS OF SUPPORT TO STUDENTS ON UNDERGRADUATE COURSES WERE ESTABLISHED
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Source: Eurydice.
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The dates at which contemporary systems for student financial support were first introduced vary depending on the country .
concerned (see Figure 11.1.2).

Belgium: The 1971 reform provided for a loans system that was not implemented.

g France: Préts d'honneur existed from1933, but as a minor element in overall arrangements.

The relation between support as offered under the present system and previous forms of support is of
interest. It is clear from a comparison of Figures I.1.1 and 11.1.3 that most countries which offered
grants, occasionally via their higher education institutions, continued to do so when the system
became national and/or was extended to all students, irrespective of ability. Only two countries
switched their emphasis. In 1952, Iceland converted its system of grants for a very limited number of
students to loan support for all students, while Liechtenstein opted for combined grant and loan
arrangements.

Countries that already offered grants and loans combined continued to do so. They were joined by
others — Luxembourg and the Netherlands ~ that mainly offered loans on a centralised basis. Norway,

which had set up its present-day system of support in 1947 centralised the award of grants and loans
a few years later in 1956,
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HOW SUPPORT SYSTEMS HAVE DEVELOPED

B. THE DEVELOPMENT OF CONTEMPORARY STUDENT
SUPPORT SYSTEMS

Since their establishment, modern student support systems have attracted considerable political
interest, resulting in several reforms, the pace of which has gradually intensified. First, a quantitative
analysis of the successive reforms is provided. In order to present a comprehensive view of the
number of reforms, this analysis first covers all countries grouped together, and then considers each
country in turn. This is followed by a qualitative analysis of the nature and content of the reforms.

B.1. FREQUENCY OF THE REFORMS

The first question of interest concerns the frequency of reforms related to student support, in the last
40 years. Viewed as a whole, such support is a recurrent topic in political debate and, in some
countries, has become a very controversial issue. The number of reforms in the EU and EFTA/EEA
countries is remarkable. In the 18 countries concerned, around 100 initiatives may be noted during the
period under consideration.

The chronological aspect is essential to a better grasp of the way the various contemporary student
support systems have developed. Figure 11.1.4 shows the number of reforms carried out every ten
years, with all countries bracketed together. It indicates that this number has risen in each decade,
partly because the most recent systems were set up at the end of the 1970s, and partly also, no doubt,
because minor changes in recent decades have for good reasons attracted greater attention.
Nevertheless, it is in the 1990s that the most reforms have occurred, in some countries as a result of -
. the gathering pace in their number after a period of relative stability, as shown in Figure 11.1.5.
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For each country, Figure 11.1.5 gives the dates of the various reforms. It shows that, while some
countries have experienced very many reforms (such as Denmark, Italy, the Netherlands, Sweden and
Norway), others, like Spain, have witnessed only a few.

In Belgium, the Communities have been responsible for the award of financial support to students
since the beginning of the 1970s, a point which justifies a separate analysis of the French and Flemish
Communities.

The rate of reform has also varied. In some cases, it has been steady, as the student support systems
concerned go through one or two reforms every ten years. By contrast, in five countries, most reforms
have been concentrated in the last ten years, following a period of relative stability. This applies to
Ireland, Italy, the Netherlands, Portugal and the United Kingdom.
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_ - FIGURE I1.1.5: NUMBER AND FREQUENCY OF REFORMS BY COUNTRY,
. : 1950 TO THE PRESENT '
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B.2. NATURE AND CONTENT OF REFORMS

This section sets out to analyse the development of student support systems in terms of the nature
and content of the reforms that have occurred successively in recent decades. It is important, first, that
its scope should be clearly defined.

First of all, it gives no precise indication as to the number or proportion of beneficiaries, even where
reforms are concerned with changes in the conditions governing the award of assistance. Secondly,
the analysis says nothing about the way in which support does or does not cover costs of living. In
circumstances in which the cost of living is constantly rising, a system not adapted or reformed may
change just as much as one that is constantly amended. For if the amount of support does not keep
pace with inflation it may rapidly become inadequate. Furthermore, where assistance is linked to
family income, and its scaled amounts are unrelated or poorly related to the price index, the number of
families eligible for it drops rapidly and, with it, the number of student recipients. For this reason, the
discussion on reforms will be rounded off with detailed information (in section C at the end of the
chapter) on trends in the number of beneficiaries over the last ten years.

Any reform is part of a system of financial support peculiar to each country, so it is difficult, if not
impossible, to compare reforms or take stock of them overall, independently of their particular national
context. The present comparison is thus based on groups of countries whose systems at the outset
were broadly similar.

Basically, the countries considered have been identified with regard to the kind of support adopted
when their modern systems were first established, namely financial assistance based on the award of
grants, combinations of grants and loans, or just loans. In this investigation of the content of reforms,
those relating to other forms of support (including tax and family allowances, assistance in the
payment of registration fees, but also subsidised housing, transport and meals, etc.) are also
considered. As a result, the following distinctions may be made:

1. Countries in which financial support is based mainly on the award of grants.

e The award mainly of grants with support to the parents of students: Belgium, Greece,
Spain, France, Ireland (until 1995), Italy, Austria, Portugal and the United Kingdom (up to
1990). Loans systems in existence in the French Community of Belgium, France and Italy are
a relatively minor element in overall arrangements for support.
2. Countries in which financial support is based on combinations of grants and loans. Countries here
may be distinguished according to whether assistance is also offered to the parents of students.
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e Grant and loan support in combination, together with assistance to the parents of
students: Germany (from 1973}, Luxembourg, the Netherlands (until 1986) and Liechtenstein.
Germany does not belong to this group quite as strictly as the other countries, since the
German system was launched with just the award of grants. However, loans were introduced
only three years after the system was established.

e A combination of grants and loans, or solely loans, without assistance to the parents of
students: Denmark, the Netherlands {from 1986), Finland, Sweden, the United Kingdom (from
1990), Iceland, Norway.
The extent of the reforms which occurred in the Netherlands in 1986 and in the United Kingdom in
1990 calls for a separate analysis of changes introduced in both countries, both before and after the
reforms concerned.

B.2.1. The development of systems based mainly on the award of
grants, with assistance to the parents of students

These systems, which are unquestionably among the most complex, may be defined with respect to
certain variables relating to grant amounts, the scale of support in the form of services, the categories of
students eligible, the conditions governing the award of support and its continuation (the part played by
merit and attainment) and assistance provided to the parents of students. Two other factors have also to
be taken into account, namely the payment of registration and/or tuition fees, and the introduction of
loans. Figure 11.1.6 aims to summarise developments in terms of an increase or decrease in these
different variables. It shows how, despite a divergence in individual trends, support in each of the
countries is conditioned by these factors throughout the four decades under consideration.

_ FIGURE 11.1.6: REFORMS IN COUNTRIES IN WHICH FINANCIAL SUPPORT SYSTEMS ARE BASED MAINLY ON THE
AWARD OF GRANTS, WITH ASSISTANCE TO THE PARENTS OF STUDENTS. TRENDS BETWEEN 1960 AND 1997
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The amount of the grant

Depending on how support is conceived, grants may cover part of the student cost of living or the
whole of it. When modern national systems were first set up, grants were not generally meant to cover
the entire cost of living. However, the amount of support changed in two countries. In France, the cost
of living of students was reviewed in 1984, so that the amount of the grant corresponded to the
difference observed between the ‘student package’ and the ‘theoretical family contribution’. In Italy,
grant amounts were substantially increased in 1996 as part of reform relating to the liberalisation of
tuition fees charged by institutions, the introduction of a regional tax for all students on registration as
a contribution to the budget for social assistance to them, and the establishment of a national fund
incorporating grants and loans. In Portugal, grant amounts rose markedly in 1992, but the family
contribution remained relatively significant. In Austria, grants were initially meant to cover the entire
cost of living. In 1969, when the number of students was expected to rise, the amount of support fell
with.the introduction of family contributions. But, since 1992, grants have again been intended to cover
the entire cost of living.

No reforms regarding the amount of the grant appear to have occurred in Spain. In Belgium and in
Greece, the real amounts have gradually fallen, as they did in the United Kingdom until 1990. These
decreases have not been the result of reforms, but insufficient adaptation of the amounts to changes
in the cost of living.

Support in the form of services

Reforms aimed at developing social services to students were introduced in Belgium in the 1960s
(related to the increased budgets for social services organised by institutions), in Italy in the 1970s
(award of part of the grant in the form of services), in France, in the 1980s and 1990s (an increase in
accommodation and catering facilities and improvements to both, as well as support for transport), and
in Portugal in the 1990s (more housing and the provision of meals).

In the 1990s, this trend towards the development of services slackened in the French Community of
Belgium (reduced state subsidies to universities for them to organise services), France, ltaly and
Portugal. In France, the share represented by the cost of meals in the budget decreased in line with
the recommendations of the Domenach Report. In Italy, the 1991 law to boost grant support that had
been steadily diminishing, limited the share of support provided in the form of subsidised meals. This
reform was part of a general overhaul of the system, to move from support that was limited but widely
available to more targeted assistance. In Portugal, a similar shift from universal to targeted support
occurred during the 1980s, with a decrease in the share of amounts awarded for subsidised meals
(from 50% to 25%), and an increase in the proportion of real grant assistance (from 25% to 50%).
Support in the form of services also declined in Austria, with the abolition of free transport in 1995.

Categories of eligible students

Analysis of the reforms provides very little clue as to the coverage of support in terms of the number of
students. On the other hand, the reforms do give some idea of how the categories of students eligible
have developed. In the French Community of Belgium, the extension of coverage to different kinds of
course, and then to older students, contrasts with the lack of any regular review of the economic
criteria for support (the last one was in 1993). In the Flemish Community of Belgium, the selective
nature of the system has been strengthened to target assistance on those most in need, in particular
taking fixed assets into account in the calculation.

Ireland is noteworthy for a gradual strengthening of its system, and a regular broadening of the
categories of eligible students (1972, 1975, 1992, 1996). In Austria, eligible categories were
broadened to include students from the Fachhochschulen created in 1993. In Portugal, a recent reform
(1996) has extended support to students attending institutions of private and cooperative education.
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Conditions of award

It should be noted that, in this group of countries, grant support is always related to the economic
circumstances of students and their families: the essential aim is to help students of limited financial
means to pursue higher education. In several of these countries, merit was originally a factor in the
award of grants. In Belgium, Ireland, Italy and Portugal, its significance has diminished or been entirely
superseded by economic considerations. In Greece, it has recently become a secondary criterion in
the award of grants, compared to economic hardship. As regards conditions governing the
continuation of grant support, it has for some years been maintained in Spain even in cases where
students do not satisfactorily complete a course. In Portugal since 1997, students who fail their exams
on two successive occasions have been able to retain their grants. By contrast, in Italy, an amendment
was introduced in 1994, requiring repayment of the grant if a minimum number of courses were not
satisfactorily completed. In Belgium, France, Ireland and the United Kingdom, satisfactory completion
of each year of study has always been an essential condition for the continuation of grant support. In
France, individual support on an exceptional basis (aide individuelle exceptionnelle, or AIE) is
available for students whose grants are discontinued. Furthermore, it is envisaged that grants should
be maintained for a year in cases where students are unsuccessful.

Assistance to the parents of students

In 1991, the federal government in Belgium decided to award the same allowance to all taxpayers
irrespective of declared income, by converting the tax allowances into a tax exemption (see Chapter 3
of Part 1). In 1993, tax allowances became possible in France, if parents paid subsistence allowances
to their student children. The former were additional to tax allowances already available to the parents
of dependent student children, on which upper limits had been placed in 1976. In Italy and Portugal,
tax benefits were extended in the second half of the 1990s. In ltaly, these measures were followed by
the abolition of family allowances in 1997, if children were aged over 18.

Tax allowances linked to declared parental financial allocations for student children were introduced in
Ireland during the 1980s and abolished some ten years later. Austria has witnessed recent cuts in
family allowances, and the award of assistance to parents is now linked to study attainment on the part
of their children, with a reduction in the age-limit. This is having major repercussions on the proportion
of families with students that are eligible for the award of this kind of assistance, which has fallen
steadily from 80% to 30%.

Tuition fees and available support

The raising of registration or tuition fees is also a feature of development in the countries under
consideration, with the exception of Greece and Austria where students do not pay fees of this kind. In
general, this increase has taken place in the 1990s. In France, it resulted in a change from a flat-rate
payment to a basic rate which, although applied to most courses, led to significant increases in
amounts for some study options. This rate, which previously rose less rapidly than the rate of inflation,
has now begun to outpace it. The increase in fees paid on enrolment in Belgium was particularly
marked in the non-university sector of higher education (1990).

In ltaly and Portugal, the very recent raising of tuition fees has led to extensive changes in the financial
support system (an increase in grant amounts and the number of grant-holders). Higher education
institutions in ltaly are now free to charge the amounts they wish in line with a scale based on the
socio-economic circumstances of families. However, the total amount contributed by students must not
exceed 20% of the state allocation to the institution concerned. Since 1997, all students in Portugal
have paid tuition fees, and receive assistance that varies in accordance with family resources.

Support to students in Ireland has been significantly enhanced in a way that contrasts with current
policies for economic rationalisation in several countries. A major feature has been the abolition of
tuition fees for most full-time undergraduates. This measure coincided with the abolition of tax
allowances for parents who contributed to the subsistence of their student children. The increase in
tuition fees in the 1980s had prompted the introduction of this latter provision.
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The infroduction of loans

.It has become possible to secure loans in four countries. In Belgium, this occurred at the end of the
1960s. The last piece of loans legislation in the French Community enabled grants to be replaced by
loans for students after two years of higher education, but it was not implemented and was amended a
few years later. At present, loans are no more than support to supplement grants or replace them
when they have been refused. In the Flemish Community, the law on loans was passed but not
implemented. Although loans were introduced in Greece in the 1990s, there was very sparse take-up,
as their award was limited to students whose families were impoverished. They were abolished in
1996. In France, besides the limited préts d’honneur that have existed since 1933, provisions for state-
guaranteed loans were introduced in 1991 for students without grants who could not obtain bank loans
because they were unable to guarantee their repayment. These loans met with a very weak response,
as the state guarantee was regarded as inadequate by both students and banks alike. And while it has
been possible for students in Italy to obtain loans since 1991, very few have done so.

The introduction of loans is under preparatory consideration in the Spanish ministry. By contrast,
studies carried out in the Flemish Community of Belgium have persuaded the government not to
pursue this option any further (see Part Il, chapter 3).

For a long time, there were no major amendments to the former system in the United Kingdom, so the
sea change of the 1990s, which introduced loans in addition to grants, stands in contrast to the
stability of the preceding arrangements. As a result of this major change, the more recent development
of the British system is examined in conjunction with another group of countries described in B.2.3.

B.2.2. The development of systems based on combined grants and
loans, with assistance to the parents of students

These systems have developed in several respects as follows: in terms of the relative shares of grant
and loan support; the share of loan repayments borne by students in terms of interest rates; support in
the form of services; broadening of the coverage of support; independence from parental income; and
the scale of support to the parents of students.

Of the four countries in this category, two, namely Luxembourg and Liechtenstein, have been
characterised by remarkable long-term stability. The other two systems (in Germany and the
Netherlands) appear to have undergone considerable change. The development of the system in the
Netherlands is described in two stages — up to 1986 in the present section and from 1986 in the next
one (B.2.3). The law of that year was to give rise to a series of radical changes in the different kinds of
support to students in the country.

The grant share of support

In Germany, the financial support policy moved very early on from a system based on grants alone to
one combining grants and loans. Between 1983 and 1990, support was even offered solely in the form
of interest-free loans. Since 1990, a grants/loans combination has once more become available, with
grants awarded only in cases where students seek a loan. The different changes have not been the
subject of new laws, but simply amendments to the initial law of 1971.

Luxembourg and Liechtenstein have experienced remarkable stability. From the outset, support has
been awarded as grants and loans in both countries, with the grant share depending on the economic
circumstances of a student and his or her family. Since 1972 in Liechtenstein, grant and loan support
have each been 50%.
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FIGURE I1.1.7; REFORMS IN COUNTRIES IN WHICH THE SYSTEMS OF FINANCIAL SUPPORT ARE BASED ON THE
AWARD OF COMBINATIONS OF GRANTS AND LOANS, WITH ASSISTANCE TO THE PARENTS OF STUDENTS,
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Source: Eurydice.
Netherlands: For reforms after 1986, see B.2.3.

The share of loan repayments borne by students

In Germany, interest-free loans are always awarded to students who satisfy certain conditions. A
recent government proposal to introduce interest-bearing loans was rejected by the parliament.
However, such loans were introduced for students who took longer than normally authorised to
complete their courses. Since 1992, student loans in Luxembourg, some of which were interest-free
and some subject to market rates of interest, have been converted into minimum interest loans at 2%.
This development was part of a general trend towards lessening the contribution of students to the
cost of studying. Since 1972 in Liechtenstein, students have paid interest on loans that were not
repaid within six years.

Independence from parentai income

In the Netherlands, support initiaily awarded on the basis of family income was extended to all
students in 1986 through the introduction of a basic grant. However, a supplementary grant and a loan
remained available, again, depending on parental income. Subsequently, the supplementary share
offered as a loan was freed from dependence on income (see B.2.3). In the other countries, the family
contribution has remained significant, and support awarded as grants and/or loans still depends on
parental income.

Assistance to the parents of students and support in the form of services

The support system in the Netherlands has been characterised by a twofold development. In the first
instance (in the 1960s), assistance to the parents of students was strengthened, while support to
students was decreased. Later, in 1986, support to parents was abolished and awarded solely to
students themselves.
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In Germany, recent changes in the 1990s have focused on assistance to the parents of students with
family allowances subject to income tax regulations.

"Criteria for award/tuition fees

Since 1996 in Germany, students who continue their courses beyond the normally acceptable period
have been entitled only to interest-bearing loans and, in some Lander, have had to pay tuition fees
since 1997/98.

The 1986 law in the Netherlands simply limited the period of support to six years. Other changes
linking its award and the payment of tuition fees more closely to study attainment were introduced after
1986 (see B.2.3).

B.2.3. Development of systems based on combined grants and loans,
or just loans, without assistance to the parents of students

The development of these systems may be examined from the following angles: the relative shares of
grant and loan support; the share of loan repayments borne by students in terms of interest rates;
support in the form of services; broadening of the coverage of support; and independence from
parental or spousal income. The arrival of the Netherlands in this group of countries in 1986, together
with the United Kingdom in 1990, calls also for a consideration of tuition fees.

The grant share of support

The grant share of support has risen in Denmark and Finland. The increase has been a substantial
one that began in the 1980s. In Norway, the grant share began by falling until the 1980s, and then
gradually rose in the 1990s (to reach 30% of total support earmarked for 1998/99). In Sweden, the
proportions were fixed at 25% in the form of grants and 75% as loans. Subsequently, the grant share
dropped sharply to 6% and, since 1989, has been reviewed to stand now at 28%.

By contrast, in the Netherlands and the United Kingdom, the grant share has markedly decreased. The
most recent moves in the United Kingdom are to abolish grants entirely and replace them with loans.

Share of loan repayments borne by students

In several countries, the introduction of interest-bearing loans has been followed either by assistance in
repaying them, or the avoidance of loans by students. Denmark led the way: government loans at reduced
interest became state-guaranteed bank loans in 1975, with a return to the former in 1982. In Sweden and
Norway, state contributions to interest rates fell sharply in the 1980s. These measures were followed by
strategies to regulate the student debt burden, focusing in particular on the terms for repayment.

In Finland, the situation is slightly different. Since 1992, interest rates on state-guaranteed bank loans
have no longer been either subsidised or fixed by the government, and market rates have been
applied. Furthermore, the grant share of support has become substantially greater than in the other
countries. As a result, students have tended to disregard loans, and rely on other sources of income,
such as their parents and paid employment.

In fceland, the entire support system is based on the award of loans at very low nominal interest rates
compared to inflation. In 1976, the repayable capital was indexed, a measure that led to a real
increase in the share of the loan borne by students, given the runaway inflation at the time. Their
share increased still further in 1982, and then in 1992 with the introduction of interest in addition to the
capital indexing. This interest rate is fixed by the government at a maximum level of 3% but, since
1992, has remained constant at 1%.

In the Netherlands, the share of the loan repayment borne by students has risen with the introduction

_ of interest rates in 1991, at the very time that the amount of the basic grant was decreasing.
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FIGURE 1t. 1.8. REFORMS IN COUNTRIES IN WHICH SYSTEMS OF FINANCIAL SUPPORT ARE BASED ON THE
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Source: Eurydice.
Netherlands and United Kingdom: For reforms in the periods preceding the dates shown see B.2.2 and B.2.1 respecuvely

Terms of repayment

As will be emphasised in Part I, chapter 2, student debt turned out to be a determinant factor in most
of these countries. In Denmark, assistance in repaying loans was introduced for students whose loans
were at market rates of interest with big sums repayable.

In Sweden, the conditions governing the repayment of loans depended on the income of those who
had received them, subject to a certain income threshold at the end of the 1980s and the beginning of
the 1990s. Since 1987 in Norway, income-linked repayment has been possible for a maximum seven-
year period, subject to certain specific conditions. In Iceland, the conditions of repayment have
successively changed. From 1976 onwards, they were income-linked at a level of 1.5% to 3.75% of
taxable income, which was increased to 5-7% in 1992, and then brought back to less than 5% a few

years later.
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Until 1990, the number of years over which students repaid their loans steadily increased, often
exceeding the stipulated maximum period initially set at 30 years, and raised to 40 years in 1982.
While, in 1976, it was not expected that students would repay loans in their entirety, the 1982
measures were partly devised to lessen this element of implicit subsidy.

Categories of student recipient

The increased coverage of support, in terms of the number of students entitled to it, is another major
aspect which in general emerged prior to the others. It is clearly apparent in Denmark and Finland
(extension of assistance to all categories of student in the 1970s), in Sweden (extension to older
students and part-time students in the 1960s), in Iceland (different kinds of courses became eligible at
the end of the 1970s) and in Norway (following the extension of support to part-time students in 1976
and to students enrolled in distance education in 1996).

Terms governing the continuation of support and the period for its award

Several countries have limited the period of entittement to support. In Denmark, the voucher system
enables students to make use of assistance over a limited period, while discontinuing it when it is not
needed. In the Netherlands, several changes subsequent to the law of 1986 linked the award of
support to study attainment from 1993 onwards. The main amendment has been the conversion of
grants into conditional loans that are converted back into grants only where student academic
performance is satisfactory.

Financial independence from parental or spousal income

Reforms aimed at freeing students from dependence on parental income are observable everywhere
except in Iceland, where the award of student support has never been parental means tested. Such
reforms occurred in 1968 in Sweden, 1972 in Norway, 1986 in Denmark and 1992 in Finland. The
award of support was freed from dependence on spousal income in 1980 in Sweden, and at the end of
the 1970s in Norway. In 1988, spousal income was also excluded from the calculation of loan
repayments in Sweden. In Finland, neither parental nor spousal income have affected the award of
support since 1992. In Iceland, children have been regarded as financially independent from the age
of 16 (raised to 18 in 1997). On the other hand, spousal incomes are still taken into account.

From 1986 in the Netherlands, only basic grants were initially exempt from parental means testing.
Since 1995, loans have also become obtainable without reference to parental income. In the United
Kingdom, the terms governing the availability of loans have not been amended since the latter were
introduced. These loans too are obtainable independently of the income of parents.

Supportin the form of services

In the Netherlands, part of the basic grant was transformed into a transport ticket that was gradually
modified to reduce the cost to the government.

Tuitfion fees

In the Nordic countries, tuition fees have never been charged, or were abolished during the period
under consideration, as in Finland in the 1970s. The contributions of students and/or families to the
cost of education have risen both in the Netherlands and the United Kingdom. In the former, the
amounts of fees fixed by the government are regularly revised upwards, while the conditions for
entitlement to support are becoming increasingly strict. In the United Kingdom, tuition fees until
1997/98 paid to higher education institutions by the relevant authorities have, since 1998/99, been
part-paid by around 40% of students in accordance with their financial resources.
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C. QUANTITATIVE DATA: 1987/88 TO THE PRESENT

For each country, this section shows trends in, first, the number of student recipients of grant and/or
loan support; secondly, in total amounts earmarked for grants and loans; and, finally, in amounts of
tuition fees over the last ten years. How the student population is defined in this data varies from one
country to the next depending on the target population of the student support system (see the
information on these restrictions in the General Introduction), but also on whether the required
information is available. Trends must then be considered solely within each individual country given
that the data for successive years within each are comparable. On the other hand, reliable
comparisons between countries are not possible.

C.1. TRENDS IN TOTAL STUDENT ENROLMENT AND THE NUMBER OF RECIPIENTS OF
SUPPORT

Figure 11.1.9 shows trends regarding the number of recipients of grants and loans, as well as total
student enrolment. In virtually all countries for which data are available, total student enrolment in
higher education increased regularly with effect from the 1987/88 academic year. The increase was
particularly noteworthy (equal to or greater than 50% between 1987/88 and 1995/96) in Spain, France,
Ireland, Italy, Portugal, Sweden, the United Kingdom and Norway. In Belgium, Germany, Austria and
Finland, the growth of the student population was not as high. The sudden increase in student
enrolment in Germany in 1991/92 was due to the inclusion in the figures of students from the new
Lander after reunification. In Iceland, there was a temporary drop in enrolment in 1992/93. The
Netherlands is the only country in which the total number of students has fallen in recent years.

In most countries, the growth in the number of student support beneficiaries has matched that of the
student population or even exceeded it. This applies most particularly to Portugal and Sweden, but is
also evident in Spain, Ireland, France, Finland, the United Kingdom and Norway.

By contrast, in the French and Flemish Communities of Belgium, the number of student grant-holders
has not grown as fast as that of the student population. In the French Community, the proportion of
grant-holders actually fell from 27% in 1987/88 to 19% in 1995/96, after the upper income limit for the
award of grants was not revised. In the Flemish Community, there was a similar decrease in the
percentage of grant recipients from 31% in 1987/88 to 19% in 1995/96.

In Germany, the number of university students assisted rose considerably, on integration of the new
Lander. In fact, when reunification occurred, much higher proportions of students from these Lander
were entitled to support because of their disadvantaged economic milieu. Later, from the 1992/93
academic year, following an inadequate adjustment of income scales to the increase in the cost of
living, the number of students who received support fell dramatically, despite the fact that the student
population was ceaselessly rising. The result was a considerable drop in the proportion of student
support recipients. This decrease masked a particularly sudden fall in the proportion of beneficiaries in
the new Lander, from 72% in 1991 to 30% in 1995. In the original Lander, the decrease was from 22%
to 15% during the same period. The year 1990 was noteworthy for the conversion of support in the
form of interest-free loans into a half-grant/half-loan integrated package.

In Italy, the number of grant-holders remained very small, although it rose slightly throughout the
period considered. This increase gathered momentum in 1995, and then became more marked in
1997, following the establishment of a national fund for grants and loans. In Greece, the proportion of
grant recipients, already very modest at the start of the period under consideration, continued to fall.

The data also reflect several changes in support policies over the same period.
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FIGURE I1.1.9: TOTAL STUDENT ENROLMENT AND RECIPIENTS OF GRANTS AND LOANS, IN THOUSANDS.,
1987/88 1O 1995/96
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Greece: Data not available for grant-holders in 1987.
Italy: The number of grant-holders has risen markedly since 1996/97, from an initial 40 000 to an estimated 110 000 in 1999/2000.
Netherlands: Data on the student population not available before 1992.

Portugal: Public-sector higher education only.

Finland: Universities only.

United Kingdom: Data include students in further education institutions and the Open University. Data unavailable for grant-holders
from 1987 to 1990.

Liechtenstein: Data on the student population not available.

EXPLANATORY NOTE

The numbers of students supported have been shown in real values, rather than as proportions, in order to

- retain the information on the growth of the student population. As a result, these graphs are all on different
scales, and cannot be compared with each other. Furthermore, data sources for student populations and
students who obtain financial support are not always the same, so that the proportions calculated may not be
entirely accurate. The percentages shown in the text are from national data.

The student population concerned comprises enrolments at the higher education institutions covered by this
study (see the General Introduction). Any qualification regarding this definition has been indicated in the notes.
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HOW SUPPORT SYSTEMS HAVE DEVELOPED

Thus, in the Netherlands, the drop in the number of grant-holders who had received the basic grant
had already got under way before the decrease in total student enrolment — and the former was a little
more marked. This tendency has arisen from the latest measures introduced by the government in the
1990s to give students an increased sense of responsibility, and lessen the proportion of financial
support borne by the State. Most noteworthy has been the greater emphasis on satisfactory academic
progress by students for their grant entitlement to be maintained. Changes in the conditions governing
loans have made them less attractive. Since 1991, interest on them has had to be paid by students.
However, it was the replacement of a system of automatic loans with an application procedure for
obtaining them, along with the student preference for paid work rather than loans, which caused the
marked decrease in borrowing shown in Figure 11.1.9.

In Finland, the big diminution in the number of students taking out loans coincided with the 1992
reform that initiated the increase in the grant share of support and the payment of interest at market
rates. This drop in the number of loan recipients, as well as the amounts borrowed by each student,
reflected the increasing reluctance of students to contract loans.

In Iceland, loans whose repayment included solely the indexed capital were replaced by interest-
bearing loans in 1992 (at a maximum rate of 3%). In addition, evidence of satisfactory study was
required before obtaining a loan. The 1992 reform gave rise to a fall in the number of loan
beneficiaries and, at the same time, a temporary decrease in the student population.

A similar trend, though on a lesser scale, was evident in Sweden. Between 1989 and 1995, the
number of grant-holders gradually pulled away from the number of students who had obtained loans,
the former increasing more than the latter. This phenomenon bore witness to the effect of the 1989
reform that lowered the interest rate subsidy, making loans to students less advantageous. Only in
Norway did the increase in loan recipients parallel the rise in the number of grant-holders. In fact, the
number of loans was slightly higher than the number of grants which were only awarded if students
lived away from their parents' home.

Finally, in the United Kingdom, the number of grant-holders gradually levelled out. The curve showing
loan recipients in Figure 11.1.9 corresponds to the introduction of loans in the support system from
1990 onwards. Loans are expected to replace grants entirely in 1999/2000.

C.2. TRENDS IN TOTAL EXPENDITURE ON GRANTS AND LOANS

Figure 11.1.10 compares trends in total expenditure on grants and/or loans awarded to students with
changes in the student population as defined in the General Introduction. A distinction is required
between countries in which the growth in amounts earmarked for support as grants and loans has
been faster than the rise in enrolments, and those in which the corresponding amounts have fallen,
either during a given period, or steadily throughout the whole of the last decade.

In France, Ireland, Austria, Portugal, Finland, Sweden and Norway, amounts earmarked for grants
and/or loans have risen very sharply since 1987, easily exceeding the increase in student enrolment in
higher education.

In some countries, this increase in overall amounts is primarily attributable to the change in value of
the grant share. Thus in France, the rise in the proportion of grant-holders was relatively small, from
16% (1987/88) to 19% (1996/97). As a result, the actual value of support has increased considerably
during the period under consideration. In Austria, the way amounts have changed may also be
explained by the increase in the value of grants, followed by a slight upward trend in the proportion of
grant-holders. In Finland, the considerable increase in the sums earmarked for grants and loans
compared to 1987/1988 has stemmed mainly from the decision to raise the value of grants as part of
the 1992 reform of the student support system. However, it would appear that, since 1993/94,
notwithstanding a steady climb in university student enrolment, as well as in the number of grant-
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holders, the amounts earmarked for grants and loans have begun to decrease, partly as a result of the
slight fall in the amount of the grant in real terms, but also because of the decrease in both the
numbers of students taking out loans and the amounts borrowed. In Norway, the rise in the amounts
earmarked for grants and loans has also been related to the steady climb in the relative share of
grants (from 14% of total support in 1993/94 to 30% planned in 1998/99). However, the proportion of
student grant-holders has also slightly risen from 61% in 1987 to 67% in 1996.

Occasionally, trends in expenditure are mainly the result of an increase in the number of student
recipients of support. For example, in Portugal, the rise in the amount earmarked for grants is certainly
a reflection of the expanding number of grant-holders which has doubled in ten years.

Finally, in Ireland, the phenomenon is due to the growth in the number of grant-holders that went up
from 34% in 1991/92 to 47% in 1995, as well as the increase in amounts awarded. Similarly, in
Sweden, the increase in total amounts has derived not only from the rise in the proportion of student
beneficiaries, which climbed from 61% in 1987/88 to 78% in 1995/96, but from the rise in the amount
of the grant.

In two countries, the upward trend in the sums earmarked for grants is on a scale comparable to that
in university enrolments. In Spain, this trend has been consistent with the relative stability of the
proportion of grant-holders in the period under consideration. It stood at 15% in 1987 and 14% in
1995. In the United Kingdom, the changes in amounts earmarked for support have exactly matched
the growth of the student population. Finally, in countries in which there has not been a constant
increase in expenditure in the period examined, the effect of rationalisation policies may be noted. In

" the French Community of Belgium, the amount of the grant remained unchanged in nominal value,

and thus lost in real value. In the Flemish Community, the nominal value of the average grant also
remained unchanged for very many years. However, it has evidenced a slight upward trend since
1994/95. In each of the two Communities, the proportion of student beneficiaries has fallen steadily
throughout the period concerned.

In Germany, the amounts earmarked for loans steadily decreased in the same way until 1990/91. They
then rose to reach a peak in 1992/93 after reunification, and inclusion of expenditure in the new Lander
in the data. Nevertheless, since 1992/93, expenditure on student support has again begun to diminish.
This is the result of an inadequate adjustment of amounts of support to trends in the cost of living.

In Italy, the situation is different. For many years, the sums earmarked for grants fell steadily, as in the
two foregoing countries (Belgium and Germany). However, fresh legislation in 1996, which instituted
the payment, on registration, of a regional tax directly channelled into the social assistance budget,
and a national fund for grants and loans in 1997, contributed to a considerable growth in sums
earmarked for grants which was reflected primarily in an increase in grant amounts and, in 1998, in the
numbers of students who received them.

In the Netherlands, total amounts climbed after 1986 (the year of the reform that transformed the
country's system of financial support), and then began to fall steadily with effect from 1989. This
pattern was due to several reforms. The basic grant received by the majority of students steadily
decreased in value from 1986/87 onwards. In the same period, the value of the parental means-tested
supplementary grant was regularly increased in order to protect less well-off students from the effects
of this change. Meanwhile, greater numbers of loans were made available but, as shown in Figure
11.1.9, their take-up by students steadily declined.

In Iceland, there was a sudden drop in amounts earmarked for loans between 1991 and 1992 which
coincided with significant changes, both in the conditions governing their availability (with the
attainment criterion) and in their financial characteristics (described in section B.2.3). As a result, the
proportion of students who contracted loans fell from 60% in 1991 to 44% in 1992, since when they
have continued to decrease slightly. At the same time, the average amount of loans plummeted, also
reflecting the reluctance of students to borrow these sums.
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FIGURE I1.1.10: TRENDS IN TOTAL EXPENDITURE ON GRANTS AND LOANS AND IN STUDENT ENROLMENT,
1987/88 TO 1995/96 - INDEX 1987/88 = 100
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Greece: Data not available for 1987.
Netherlands: Data on the student population not available before 1992. |
Portugal: Public-sector higher education only. |
Finland: Universities only.

United Kingdom: Data include students in further education institutions and the Open University. Data unavailable for :
amounts of support from 1987 to 1990. | !
Liechtenstein: Data on the student population not available. :

EXPLANATORY NOTE

To calculate the indicator in Figure 11.1.10, the amounts for the different years have been divided by the
amount for 1987/88. The result has then been divided by 100. Where a complete temporal series was not
available, as in the case of the Netherlands and the United Kingdom, the earliest year for which data could be
obtained has been regarded as the point of reference.
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C.3. TRENDS IN AMOUNTS OF REGISTRATION AND TUITION FEES

Figure I1.1.11 shows how the amounts of fees have changed in the last decade. While in some
countries amounts have remained stable, in others trends have been more striking with sometimes
major increases.

FIGURE I1.1.11: TRENDS IN ANNUAL AMOUNTS OF REGISTRATION OR TUITION FEES PAID TO HIGHER
EDUCATION INSTITUTIONS BY FULL-TIME STUDENTS ON UNDERGRADUATE COURSES, 1987/88 TO 1996/97
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Belgium (B nl): Data is lacking for the years 1987-91 {universities) and for 1987-94 (non-university higher education). i
Denmark, Germany, Greece, Austria, Finland, Sweden, Iceland and Norway: In general. students pay no registration
and/or tuition fees, or simply pay subscriptions to student organisations. Their amounts are very low and do not justify ,
separate graphs in this figure. '
Ireland: Data is lacking for the years 1990-92. ' ‘
Italy: Data is lacking for the years 1987-93.

- Luxembourg: Students enrolled in institutions in Luxembourg do not pay registration and/or tuition fees.

- Llechtenstein: Data on the student population not available. -

i

i

! :
- EXPLANATORY NOTE ‘ |

i

+ Data are in real values (taking inflation into account). They have been obtained by dividing the gross values
' by the consumer price index (Eurostat). - ’ |

In general, trends have foliowed reforms undertaken in the various countries. This applies, in
particular, to France, in which 1992 was a watershed year: the flat-rate fee was replaced by a basic
rate charged for most courses, with a few exceptions for certain qualifications. In Ireland, tuition fees
which were generally covered by grants for students without much money have, since 1996, been paid
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by the State in most cases. However, registration fees have been retained and were subject to a rise
from PPP/ECU 205 to 342 in 1997/98.

Three countries stand out for their increase in tuition fees. In ltaly, the law on the self-funding of
universities led to a very sharp rise in the tuition fees charged students. Amounts were fixed with respect
to the financial resources of the family nucleus, with the maximum applicable to only a very small number
of students. The amounts are thus progressive in nature, with criteria for award that are linked to the
economic circumstances of students and uniform throughout the country. The total amount in fees cannot
be more than 20% of the state funding to the higher education institution concerned.

The level of tuition fees has been an issue on the agenda in Portugal for several years. After a big
increase in fees from 1992 to 1994, they were brought back to their former level (PPP/ECU 9) in 1995
and 1996. Since 1997/98, they have again become higher (PPP/ECU 422).

Finally, in the United Kingdom, tuition fees were sharply increased in 1991, while their amounts were
varied in accordance with different kinds of courses so as to encourage institutions to enrol more
students. Subsequently, when the government target of one young person in three enrolled in higher
education was reached, the fees were reduced to discourage institutions from recruiting students in
excess of this quota. With effect from 1998/99, newcomers to higher education are having to pay up to
an annual PPP/ECU 1123 for their education, with the actual amount depending on parental or
spousal income. Students from families that earn least (around 30%) pay nothing.

In other countries, registration or tuition fees have not been subject to major changes. in Belgium, fees
for non-university higher education have been raised and indexed with respect to inflation. University

higher education in the French Community of Belgium is the only sector in which fees have not been

annually reviewed. In Spain, the corrected values point to a slight increase in the amounts charged on

registration. In the Netherlands, there has been a steady fees increase in which amounts charged in

non-university higher education have been brought into line with those required by universities.

Support for the payment of registration and/or tuition fees is awarded to students facing hardship in
Belgium, Spain, France, Ireland and Portugal. In the Netherlands, the financial support to which most
students are entitled includes an amount for the payment of tuition fees. Chapter 1 in Part | describes
these mechanisms.

D. SUMMARY AND CONCLUSIONS

D.1. SUMMARY OF TRENDS IN FINANCIAL SUPPORT SYSTEMS

A few broad conclusions may be drawn from the analysis — with reference to the content of reforms and
the foregoing time series constructed from the quantitative data — of how systems have developed.
Overall, and with few exceptions, the systems in countries are relatively stable. In other words, the various
components of systems as established in the 1960s or the 1970s are by and large the same at the end of
the 1990s. However, it is worth noting that the relative significance of each of these components in the
systems of most countries has changed substantially in the period under consideration.

Thus, the majority of countries that offered various forms of support mainly comprising student grants,
family allowances and assistance in the payment of tuition fees (Belgium, Spain, France, Ireland, italy
and Portugal) have maintained them. Countries with support consisting, on the one hand, of grants
(Greece and Austria) or grants and loans (Germany, Luxembourg, and Liechtenstein) to students and,
on the other, assistance to families have also continued along the same lines. Finally, the Nordic
countries have steadily developed in accordance with a single set of arrangements for support which
has long been awarded in the form of grants and loans, or just loans in Iceland.
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In certain countries, a few attempts to change the components of the system have not come to fruition
or the measures introduced were withdrawn some years later. The majority of reforms have not
therefore been intended to alter the components. Instead, their aim has been to alter their impact by
raising or lowering the amounts available, or redefining the conditions governing their award. Only two
countries have radically transformed their systems through changing the actual forms of support,
namely the Netherlands and the United Kingdom. Figure 11.1.12 summarises these different trends.

FIGURE 11.1.12: TRENDS IN SYSTEMS OF FINANCIAL SUPPORT
BETWEEN 1970 AND 1997
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Source: Eurydice.

Ireland: Only tax allowances introduced during the period under consideration have been abolished. Family allowances for
students aged less than 19 have been maintained.
United Kingdom: The changes that occurred in 1998/99 are taken into account.

In Belgium, the amount of support offered to students of modest means has decreased with time. In
addition, the reform of the tax regulations has resulted in the abolition of the rising scale of savings on
tax. These savings are now the same for everyone. Tuition fees have been raised, and student grant-
holders are only partially exempt from them. In Spain, the thrust of the changes has always been
towards a rise in the number and proportion of grant-holders. This trend was particularly marked in the
1980s. Since then, the proportion of grant-holders has remained stable. In France, amounts have risen
constantly since the 1980s. Some reforms focused on accommodation and tax allowances have had a
considerable impact on the total student support budget. Budgets earmarked for support have
substantially increased. There is apparently no question of offsetting this expenditure through an
increase in the private contribution by, for example, raising tuition fees.

In Italy and Portugal, tuition fees were raised considerably which, in response, led to a change in
support mechanisms. At the same time, assistance to families was transformed, with the abolition of
family allowances in Italy, and increased opportunities for tax allowances in both countries. Also noted
was an increase in the number of grant-holders and grant amounts in ltaly, and a constant growth in
the number of grant-holders in Portugal, as well as less support for student catering in both countries.
In Ireland, the opposite has occurred: tuition fees formerly paid by most students are now borne by the
State. Provision for tax allowances generally to the benefit of wealthier families was simultaneously
abolished, in line with a more egalitarian approach. Only family allowances for all dependent students
up to the age of 18 were maintained. However, a slight increase in the number of grant-holders is a
feature of the way in which the grants system has developed.
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The introduction of separate loans in the support system has been — and remains — on the agenda in
many countries. Besides loans to supplement student grants in the French Community of Belgium, an
attempt to replace the latter by loans in 1978 came to nothing a few years later. Much the same thing
occurred in France at the start of the 1990s with the abortive attempt to introduce bank loans in
addition to the préts d’honneur available since 1933. In Italy, the introduction of loans in the 1990s has
far from achieved its aims. Elsewhere, loans legislation in the Flemish Community of Belgium and
Portugal has not been implemented, while the Spanish Ministry of Education is currently considering
the whole loans issue.

Developments in Germany have resulted in a drop in support to students and an increase in
assistance to families, whether in family allowances or tax relief proportional to parental income. The
question of linking this assistance to study attainment is under discussion. Quite recently, free higher
education has been challenged in the case of students who take longer to complete their courses than
normally expected and who, in a few Lander, have to pay registration fees. Finally, a proposal to
charge interest on loans, which was recently tabled by the government, was defeated in parliament. In
Greece, the trend has been towards a fall in support awarded to the poorest. Loans available for four
years were subsequently abolished. In Austria, assistance to families was also reduced (with the
imposition of an age-limit and the need for attainment), while grant amounts and the number of grant-
holders have recently begun to rise steadily after a long period of restriction. Luxembourg and
Liechtenstein have relatively stable systems, and changes there have generally concerned terms on
which money is borrowed which have become more advantageous for students in Luxembourg, and a
little less so for those in Liechtenstein.

Support in the Nordic countries has always been in accordance with a single basic pattern.
Collectively, the countries are distinctive in their strategy of no longer taking family earnings into
account in the award of support, but solely student income. In all of them, except Iceland, there has
been a steady expansion of the state contribution. Accordingly, the time series in section C show that,
in Finland, Sweden and Norway, the growth of state expenditure in grants and loans over the last ten
years has been greater than that of the student population (see Figure 11.1.10). The terms of loan
repayments have also been subject to various amendments, particularly in countries in which the
loans share of support and the burden of student debt are greatest (Sweden and Norway).

Although support has always been available for all students in Iceland, there has been a tendency in
recent years for state loan repayment subsidies to diminish, with an increase in the share of
repayment borne by students. As a result, an increasing number of students have been deterred from
contracting loans, or have borrowed smaller amounts.

Finally, as we have seen, only the Netherlands and the United Kingdom have entirely reformed the
components of their system during the period at issue. In the Netherlands, assistance to families was
abolished to be replaced by a single formula for support, comprising a basic grant and a loan for most
students and then a supplementary parental means-tested grant. The system has witnessed a gradual
decline in the state'contribution, following increased tuition fees and reductions in the amounts of the
basic grant. In the United Kingdom, grants were, for the first time, supplemented by loans in 1990, and
eventually phased out in 1999. This radical overhaul of the system has been rounded off with another
reform introducing the part-payment of tuition fees for all students, whose contribution will depend on a
family means test from 1998/99 onwards.

D.2. DEVELOPMENTS THAT HAVE TRANSCENDED THE VARIOUS FORMS OF
FINANCIAL SUPPORT

Generally speaking, in a great many countries, certain trends have been apparent over and above our
foregoing classification of systems of support, in accordance with the various forms in which support
has been awarded until now.
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D.2.1. Linking support to study attainment

A link between support and study attainment has emerged in most countries in which students have
tended to take longer than normally expected to complete their courses, namely Denmark, Germany,
Luxembourg, ltaly, the Netherlands, Austria and Iceland.

Several measures have been adopted to penalise students who drop out or take too long to complete
their courses. Among them have been the following: the introduction of interest-bearing loans instead
of interest-free loans for those who study for longer than the authorised period (Germany); the
repayment of grants in the case of unsatisfactory academic performance or only slow progress (ltaly
and Austria); the conversion of grants into conditional loans, with the level of tuition fees linked to
attainment (the Netherlands); attainment-linked assistance for parents of student children (Austria);
and semester-based attainment-linked loans in Iceland. More positive incentives for students to do
well have also been provided in the form of special grants for sound results (Luxembourg), and the
waiving of part of their loan repayments (Germany).

By contrast, the link between support and attainment has been slackened in countries in which,
traditionally, support was awarded on the basis of regular annual study achievement. In Spain,
students are allowed to fail one course, without the grant for the following year being withheld. In
Portugal, two years may be reattempted while maintaining the corresponding entittement, but a
minimum number of courses must be completed satisfactorily. In France, students are calling for the
grant to be maintained for a year in cases where study performance is unsatisfactory while, in the
Flemish Community of Belgium, the issue is the subject of ongoing debate.

Taken as a whole, trends related to this issue seem to have been gradually becoming more uniform, in
that the strictest systems have been tending towards greater flexibility and vice versa.

D.2.2. Distribution of support and the personal/state contribution

Over and above the various forms of financial support, countries may be distinguished in terms of two
options in the distribution of support with respect to the social background of students. These are
either the egalitarian principle, or the tendency to target support on the poorest which, in some
countries, coexists with assistance that favours the wealthiest. Figure 11.1.13 shows three theoretical
models summarising the way in which all European countries distribute support.

e In the first (model A), support for students from disadvantaged backgrounds is accompanied by a
‘universal’ component corresponding to the existence of public support awarded to all families.
Some of these forms of family assistance are directly proportional to earnings, and thus tend to be
more generous for families with higher incomes. This applies to tax relief proportional to income,
and tax allowances for real expenditure. Depending on the country and the period, the curve
derived from this polarisation, or twofold concentration, is more or less marked.

e In model B, support is targeted primarily on students from disadvantaged backgrounds, with the
remainder awarded to all other students on an equal basis. It covers systems in which support for
students (whether as grants, loans or exemption from tuition fees) is totally or partially parental
means tested. In this model, any assistance for families is provided irrespective of income or real
expenditure.

e Finally, the egalitarian emphasis (model C) corresponds to a situation in which virtually all
students receive similar support, since parental income is not means tested. Here, only their own
income may affect the amount to which they are entitled. In this model also, any assistance for
families is provided irrespective of income or real expenditure.
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FIGURE I1.1.13: MODELS INDICATING THE DISTRIBUTION OF SUPPORT WITH RESPECT TO THE SOCIAL
BACKGROUND OF STUDENTS
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POLARISED SUPPORT SUPPORT CONCENTRATED AN EGALITARIAN EMPHASIS
ON THE POOREST

Amounts of support
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Source: Eurydice. 7

A second aspect worth considering is the current position of each country vis-a-vis the principle of
state responsibility, as opposed to personal contributions. The intersection of both sets of factors
shown in Figure 11.1.14, regardless of the model of support with respect to social origin (A, B or C),
bears witness to two divergent trends, one inclined towards greater public-sector support, the other
towards personal contributions.

Figure 11.1.14 summarises variations in the posmon of the different countries in relation to the two
foregoing sets of considerations.

FIGURE . 1 14: MAJOR FEATURES OF TRENDS
) IN FlNANCIAL SUPPORT SYSTEMS

CONTINUED POLARISATION FROM POLARISATION OR AN CONTINUED OR
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Source: Eurydice.

The model of continued polarisation (twofold concentration) is evident in half of the countries.
However, the most recent measures in Spain seek to raise amounts awarded to students who
experience financial hardship. In ltaly and Portugal, the current tendency is to offer more support to
students who need it. A transfer system appears to be the main mechanism for this purpose.
Assistance required for the poorest is withdrawn from most other students, through raising tuition fees,
decreasing universally available kinds of support, such as subsidised catering, or — as most recently in
Italy — abolishing family allowances. Yet the award of tax allowances tending to benefit the wealthiest
families remains substantial both in Italy and Portugal. In Austria, support is also tending to become
more concentrated on the least well-off after an egalitarian period in the 1970s. However, for families
whose children are studying abroad, elements of support awarded as family allowances have been
redefined as tax allowances.

By contrast, in other countries, a continued or even greater polarisation of support is apparent. In
France, this twofold tendency is very conspicuous. Awareness of the amounts of money awarded in
the form of tax relief has resulted in an increase in the budgetary allocation for grants. In Germany, the
concentration of support has progressed more steadily. The development of the system has led to
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increased targeting of student support on the poorest, whereas around half of all students received it
when the system was first established. Meanwhile, the system of family assistance, essentially in the
form of tax allowances, has been maintained. In Greece, the tendency has been towards greater
uniformity, and emphasis on support for the poorest has gradually decreased. Finally, polarisation of
support has remained unchanged in Luxembourg and Liechtenstein.

Following a series of recent measures, there has been a change in model in three countries, namely
Ireland, the Netherlands and the United Kingdom which have moved from model A to model B. The
two major initiatives in Ireland have been the abolition of tax allowances and, in the case of most
undergraduate students, the abolition of tuition fees. The allowances favoured the rich, while ending
the obligation of most students to pay fees benefits everyone. Under these circumstances, the
continuation of family means-tested grants reflects a greater tendency to target support on students
from poorer backgrounds.

The 1986 reform in the Netherlands abolished family support, enabling the system to break radically with
the polarised model. The purpose of this reform was to offer basic identical support for all, irrespective of
the social background of students. However, a supplementary support mechanism intended for
disadvantaged students was retained. Subsequent measures have not altered this model. Less state
intervention has meant less basic support for all, with greater concentration of support on the poorest.

In the United Kingdom, a first set of measures led to the gradual replacement of grants by loans,
irrespective of family circumstances. In the process, the United Kingdom showed signs of moving from
a system of support concentrated on a particular group to one that is more egalitarian. However, with
the introduction of part-payment of tuition fees by students in amounts dependent on family income,
the country is developing a system increasingly similar to model B.

Finally, in Belgium, arrangements that apparently conformed to the polarised model appear to be
moving towards greater uniformity, following the reduction in the state contribution. On the one hand,
grant amounts and the number of recipients are falling while, on the other, the provision of tax
allowances has been converted into tax exemption resulting in the same tax savings for everyone.
This latter measure has brought the system a little closer to model B.

The Nordic countries which, at the outset, had financial support systems along the lines of model B
have all opted for a broadly egalitarian system, with support awarded regardless of family
circumstances. This tendency has been sustained by the most recent measures. The fall in the
personal contribution was very marked in Denmark and Finland, with an increase in the grant share.
The way in which the relationship between the personal contribution and state responsibility has
developed in Sweden and Norway is less clear. Reforms regarding the grant share in the total amount
of support suggest greater state commitment, whereas changes related to conditions for the
repayment of loans reflect an increase in the personal contribution. It is thus hard to reach any firm
conclusion on quantitative shifts in the relationship between this contribution and the state commitment
when both dimensions are considered simultaneously. Iceland stands somewhat apart from the group
in constantly increasing the personal contribution while nonetheless respecting egalitarian principles.

From the foregoing, it may be concluded that the ability of countries to invest more in their support
systems or, on the contrary, to limit their public outlay in this area, has little effect on distribution of
support to students in accordance with their social origins. Increasingly concentrated support is to be
found both in countries that are stepping up state intervention and in those in which personal
contributions are becoming greater. It would seem that a continued egalitarian emphasis is leading
more countries to increase their outlay on financial support. The following chapter seeks to explain the
factors and circumstances that have led the different countries to opt for courses of action along these
lines.
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CHAPTER 2
THE BASIS OF SYSTEMS AND FACTORS
UNDERLYING CHANGES TO THEM

A. MODEL AND METHOD OF ANALYSIS

The present chapter analyses both the context in which the different reforms of student financial
support systems have occurred and the aims of the reforms themselves. Its main purpose is to identify
the considerations that have led the authorities in the different countries to implement and modify
these systems in the course of the last 30 years.

The decision to earmark public resources not only for the funding of institutions, but also for financial
support to those who embark on higher education, is clearly the expression of a political will guided by
certain basic principles and objectives. This decision was taken at a given time in a particular
economic and social context, and it is appropriate to examine to what extent this context has played a
part in shaping systems. Subsequently, changing economic circumstances, the growth of the student
population, courses that take longer than normal to complete, graduate debt and novel developments
in the organisation of higher education institutions are among the potential factors underlying change
which have had repercussions on systems. Yet there is no direct cause-and-effect relationship
between such factors and a decision to reform. Instead, it is their combined impact, along with the
political will to retain or transform the basic principles or aims of student support systems, which
determine how they will develop. Irrespective of the nature of a particular factor, the launching of
formal consideration and debate and their consecration in a legislative or regulatory measure are
always the resultant of a political decision.

In other words, it is pointless to try and establish a direct relation outside the various national contexts,
between a reform and one or several factors associated with change. Indeed, a particular factor may
have affected countries at different times. It may have played a part in the development of the support
system or, on the contrary, had no effect. Furthermore, a specific measure may have been introduced
under the influence of various different factors or, alternatively, different measures may have
represented a response to similar problems.

While, therefore, the ‘economic crisis' and the need to restrict public expenditure have been
experienced at one time or another in virtually all countries, the period in which action has been taken
is not the same from one country to the next. It is also apparent that this economic factor has not led
systematically to more stringent policies for financial support to students in all cases. On the contrary,
certain countries have elected to maintain or increase expenditure on it, sometimes cutting back in
other areas. Consideration of a potential force for change, such as the economic crisis, in studying the
development of systems inevitably means bringing other relevant factors within the scope of the
analysis, including not only the initial components of financial support but the basic principles
underlying systems and the aims pursued.

No explanation of the reforms witnessed in the various countries over the last 30 years can be given
without mobilising this related group of parameters. In short, there should be a simultaneous focus on
the following:

e THE ORIGINAL COMPONENTS OF THE SYSTEM;

e THE BASIC PRINCIPLES;

e THE AIMS OF THE SYSTEM,;

e THE FACTORS POTENTIALLY UNDERLYING CHANGE.

e —
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ORIGINAL COMPONENTS OF THE SYSTEM

'Of initial relevance are the original components of support systems. They are described in detail in
Part Il, chapter 1 and recalled in summarised form here. The main components of systems were
grants, loans, assistance in the payment of fees (where they were charged) and assistance to families,
as well as subsidised services.

These elements have varied in the different countries in accordance with basic ideological principles
and cultural traditions. The options selected when the systems were set up were felt to be the best
way of achieving certain objectives. Furthermore, the influence of these initial components on the
subsequent development of systems may be far from negligible.

BASIC PRINCIPLES

To understand how the systems themselves have changed, it is therefore important also to examine
their basic principles or, in other words, the ideological stances of the various States in relation to their
arrangements for student support. The five principles noted in the present analysis may have been
instrumental in the establishment of their support systems, or been altered or, indeed, emerged in the
course of their development.

The principle of equal access

The original inspiration behind so-called contemporary public support, this principle is based on the
right of any person with the required intellectual ability to benefit from higher education, without being
prevented from doing so for financial reasons. The principle has been present in all systems
throughout the period concerned but, as we shall see, the importance attached to it has been liable to
fluctuate depending on the context.

The obligation of the State versus personal contributions

All countries have been characterised by the search for a balance between these two principles. On
the one hand, the State covers most, if not all, of the costs of education by providing institutions with
funding. On the other, the cost of living of students is met by both the State and from personal
contributions. Whether students themselves or their families are the source of the latter will depend on
whether national circumstances put a premium on student independence or the responsibility of
'parents for their (near adult) children. In practice, the personal contribution from students depends on
the extent to which loans and tuition fees are part of the arrangements for support.

Generally speaking, personal contributions are thought to be justified because of the personal gain to
students of their education once they are graduates, whereas the state contribution is viewed as
important because society is able to benefit from an educated and well-trained population.

The issue of balance between personal contributions and state obligations concerns sectors other
than education (health, unemployment, pensions and culture). It is part of the debate between, on the
one hand, liberalism and privatisation and, on the other, social solidarity and the Welfare State.

The principle of family responsibility as opposed to the financial independence of
students

In most countries, allegiance to one or other of these two somewhat incompatible principles was
clearly self-evident from the start of the 1970s in most countries. In practice, it may take the form of
assistance to families. The same preference also determines whether parental income is means
tested in the award of support and, therefore, the extent to which it is broadly available.
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Students should be committed to sound academic performance

This principle centres on another individual responsibility distinct from that of a financial contribution. It
presupposes that recipients of support will do all they can to make good progress during their courses
and complete them satisfactorily. Concern for this principle, in one form or another, was already
apparent in many countries during the 1970s. Since then, it has gradually become more widespread
and significant.

The ‘compensatory’ and egalitarian principles

The thrust of the egalitarian principle is to offer the same support to all, irrespective of their social
background. By contrast, what might be termed the ‘compensatory’ principle seeks to distribute
support on the basis of family income, so as to give greater assistance to students from
underprivileged milieux (see Part Il, chapter 1, D.2.2). In a few countries, a variant of this
‘compensatory’ principle follows a totally different logic by taking the leve! of expenditure on education
into account (rather than the level of family resources). This results in greater support for wealthier
families who, in general, spend more on the education of their children.

AIMS OF THE SYSTEM

The aims of an educational policy clearly have to be seen in relation to its basic principles. They make
these principles operational. The main aims are as follows:

e ensure that the most financially disadvantaged can enter higher education;
e boost social mobility;

e raise the level of education of the population;

¢ limit the period of study;

e minimise student debt.

Enabling the least well off to study has to be seen in direct relation to the principle of equality of
access. The latter is, in particular, the justification for measures targeted at a certain type of population
as opposed to services available for all. On the other hand, the aim of boosting social mobility or
fighting elitism in higher education is not always conspicuous. While countries in general appear
determined to prevent discrimination associated with economic problems, not all are necessarily
tending to boost social mobility.

Countries in which the average time taken to complete courses is long, usually seek to counter the
trend. This objective may be viewed in conjunction with the idea that students have an obligation to
complete their courses satisfactorily. Yet it also corresponds to the determination to rationalise the
cost of higher education (in terms of both the funding of studies and financial support to students).

It is important to bear in mind that objectives defined in this way are not necessarily achieved. Thus
the wish to raise the level of education of the population is an aim shared by most societies. However,
it is fulfilled to a varied extent from one country to the next and, in some cases, the demand for
education is so strong that governments do not need to implement specific measures to attract young
people towards higher education.

The economic, political and social context may well have evolved significantly throughout the entire
period under consideration. All changes and events altering this national context constitute a group of
relevant factors liable to affect the support system and influence it in one way or another.
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FACTORS POTENTIALLY UNDERLYING CHANGE

The most significant potential factors which have made their impact felt in the last 30 years, and are
noted in the present analysis are the following:

Economic crises, public debt, budgetary restrictions

Many countries have experienced and/or are still experiencing a difficult economic situation. In most
cases, the processes of recession and inflation have been originally attributable to the so-called ‘oil
crises of the 1970s. In some countries, public money was used extensively to counter the effects of
this economic crisis. As a result, they ran up a considerable public debt that subsequently had to be
absorbed to meet the economic convergence criteria of the Treaty of Maastricht. Yet, as the analysis
indicates, these circumstances characterised by budgetary austerity have not had the same impact on
either student support budgets or the aims that were pursued.

Political movements

The political bearings of a government can substantially alter the balance of the basic principles at
issue and, in particular, that of the obligations of the State or the principle of equality of access.
Furthermore, a change in power structures such as that which occurs during federalisation or
reunification also plays a part in the development of arrangements for financial support.

Rising student enrolments

The size of the student population can have a marked bearing on the support students receive.
Countries where there is massive student enrolment are less inclined to develop their support systems
than those that are constantly seeking to boost their student population. The limited enrolment
capacity of institutions may also lead to measures not only to limit the growth of student numbers but
to adapt systems of financial support.

Student debt

Naturally, student debt is a factor linked to loans provision. It also depends on the terms of repayment,
including interest rates, and the share of loan support relative to grants. Besides adversely affecting
students themselves, debt exacerbates problems related to the cost of public expenditure (because of
the defaulting on repayment). It may also run counter to the principle of equal access, in so far as
those who are poorest may have the most to fear from incurring debt. Indeed, it is arguable that fear of
debt may tend to deter young people from investing in higher education in general.

Student reliance on paid work

Student involvement in paid work is a factor underlying change. Some argue that it represents a
misuse of time that should be spent studying, thus compromising the efﬁciency of courses and
lengthening the period required to complete them. In so far as higher education institutions are
generally funded in accordance with their student enrolment, the increase in enrolment resulting from
longer periods of study has a positive impact on the budget for approved public expenditure on higher
education. Reliance on remunerated employment may be due either to inadequate financial support,
or a cultural trend arising from the belief that young people should be independent.

The length of courses

Courses may last a long time either because of the structure and traditional administration of courses
in some countries, or because students have resorted to part-time work. In both instances, excessive
length constitutes a major problem and is a focal point for reform of support systems in certain cases.
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Malfunctioning of support systems

Malfunctioning occurs in particular when support does not reach its target group, as a result of fraud,
or when an initiative directed at a small number of students at the outset is so unexpectedly popular
that it completely distorts the original budgetary calculations.

Unemployment

A high rate of unemployment, in particular among the least qualified, is potentially a factor which may
strengthen the aim of raising the level of education among young people, and thereby stimulate public
spending on student support. Graduate unemployment, on the other hand, may inhibit determination to
boost the level of training of the general population and public investment in higher education.

Other relevant parameters

Other elements also have to be taken into account in the analysis. Although they correspond to
influences external to the financial support system, they are directly relevant in so far as they enable
the above-mentioned objectives to be achieved in a way consistent with respect for the basic
principles without affecting the system itself. These elements include changes in the structure of
higher education and the curriculum for the purpose of reducing the number of years normally required
to complete courses, as well as methods of funding and quality evaluation introduced in higher
education institutions so that their students make normal progress, thereby limiting their overall period
of study. Changes in government social assistance other than student support (for example, the
amount of unemployment benefit, and the regulations for obtaining it) may also have implications for
whether or not young people decide to undertake higher education.

Figure 11.2.1 shows the different elements taken into account in the analysis, as well as the relations
between them.

FIGURE I1.2.1. FOUNDATIONS OF THE DEVELOPMENT
OF STUDENT SUPPORT SYSTEMS

POSSIBLE FACTORS FOR CHANGE
Political - Economic - Demographic - Social

Basic ) g Objectives
principles ‘ targeted

W
HIGHER ELEMENTS SOCIAL
EDUCATION AT THE SUPPORT
ORGANISATION OUTSET IN GENERAL

Source: Eurydice.

METHOD OF ANALYSIS

In seeking to determine how and why systems have developed in a given way, the analysis will be
structured to group together countries in accordance with their current features (1997/98) and, in
particular, with respect to their positions in relation to the following two axes, or pairs of opposites
(already referred to in this study): personal contributions to the cost of education as opposed to state
responsibility for all such expenditure; and family responsibility for meeting student living costs as
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against student financial independence (see also Part |, chapter 7). Given the significance of this
classification in the contextual analysis, the position of countries with respect to these factors on the
two axes is shown once more in Figure 11.2.2.

Personal contributions to the cost of higher education, and the responsibility of
families for the student cost of living.

These principles are features of Belgium, Spain, France, Ireland, Italy and Portugal. The personal
contribution of families to the cost of education is doubtless strongest at present in Italy whose higher
education institutions have acquired a certain measure of freedom in determining the amounts of fees,
as well as in Portugal where tuition fees have been raised in the public sector, and one-third of all
students attend private institutions which charge substantial tuition fees. Furthermore, families assume
central responsibility for meeting student living expenses virtually everywhere throughout these
countries even though, in France, student — as opposed to parental — means-tested housing
allowances tend to boost student independence. All the countries award family allowances to the
parents of students to offset the financial burden that enrolment of their children in higher education
represents to them. In Ireland, however, this kind of assistance is no longer awarded to families when
students have reached the age of 19. '

Entire state responsibility for the cost of education, and the responsibility of families
for the student cost of living.

This twofold approach is characteristic of Germany (with the exception of a few Lander), Austria and
Greece. Tuition fees are non-existent, and the principle that higher education is free is virtually taken
for granted. By contrast, family responsibility for the student cost of living is the universal norm and,
here again, families receive allowances to offset their contribution in this respect. In so far as they
share the same major principles, Luxembourg and Liechtenstein are also analysed within this group.
However, one feature of both countries is that higher education is provided on a relatively small scale,
with a relatively modest financial outlay offset by support for study abroad that is much more
“developed than in the other countries.

Entire state responsibility for the cost of education, and student financial
independence

These principles are generally encountered in the Nordic countries, namely Denmark, Finland,
Sweden, Iceland and Norway. However, the positions of each of these countries on the two axes of
analysis require some qualification. First, Sweden and Norway have gone further than Denmark and
Finland in providing for the financial independence of young people. Moreover, in Denmark, Finland
and Sweden, the State assumes entire responsibility for the cost of education irrespective of the public
or private status of higher education institutions whereas, in Iceland and Norway, a small percentage
of private institutions charge tuition fees.

Personal contributions to the cost of education, and a midway position between
family responsibility for the student cost of living and student financial independence

A separate analysis of the situation in the Netherlands and the United Kingdom is justified in so far as
these countries are in a midway position on the axis that represents the financing of student living
costs. Part of the support awarded to students is parentally means tested, while the remainder is not.
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FIGURE |1.2.2: POSITION OF COUNTRIES IN THE FUNDING OF HIGHER EDUCATION
AND THE STUDENT COST OF LIVING, 1997/98
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EXPLANATORY NOTE

Because the share of the personal contribution is everywhere less than that assumed by the State. as far as
the funding of education is concerned. all the countries are to the left of the vertical axis. To make the figure
easier to read, this axis has been moved (o the nght

B. RELATION BETWEEN CONTEXTS AND REFORMS

B.1. SYSTEMS WITH PERSONAL CONTRIBUTIONS TO THE COST OF EDUCATION AND
FAMILY RESPONSIBILITY FOR THE STUDENT COST OF LIVING

In this group are Belgium, Spain, France, Ireland, italy and Portugal. In a few of these countries,
trends in their financial support systems cannot be understood without taking account of the major
political changes which have deeply affected them in recent decades. Dictatorships in Spain and
Portugal limited the development of their financial support systems until the mid-1970s. In Belgium, the
establishment of a federal structure with the transfer of responsibility from the central government
towards the Communities (in 1971 and 1989) had a major impact on the funding of education and, with
it, ih_e arrangements for student financial support.

FIGURE || 23 Box SUMMARISING ASPECTS IMPORTANT TO AN UNDERSTANDING
: __ OF THE DEVELOPMENT OF SYSTEMS_

OVERALL FEATURES OF SYSTEMS
[B,E, F, IRL, |, P]
— AT PRESENT:
All these countries are characterised by the same forms of support: grants for students from
modest backgrounds, support to the parents of students in the form of family allowances or tax
relief, .assistance in the payment of registration and/or tuition fees. Limited possibilities for
loans in the French Community of Belgium, France and ltaly. ireland is noteworthy for its
recent abolition of tuition fees for most students and family tax benefits (1995).

— WHEN FIRST SET UP:

Almost identical, although France offered very limited loans from the first years of study.
Variations relate more to differences in amounts for various forms of support and the

o development of tumon fees.
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B.1.1. Basic principles when systems were first set up

Principle of equal access

This principle characterises all the countries concerned. Essentially, it meant enabling all who wish to
undertake higher education, independently of their social or geographical background, financial
circumstances or their sex.

Relation between the responsibility of the State and personal contributions

Everywhere, the State funded a very considerable proportion of the costs of educational provision
borne by higher education institutions. When the systems were first set up, the amounts of fees were
relatively low except in Ireland. In no cases were governmental contributions in the form of student
support planned or meant to cover the entire student cost of living. Personal contributions were
essentially those of the family as defined in the principle referred to below.

Family responsibility or the financial independence of students

All countries considered that families should provide for the needs of students until they were well into
adulthood. There were no loans, except in France where they were not offered in the interests of
financial independence but as an alternative to grants.

Compensatory and egalitarian principles

In all these countries, a share of support was offered on the basis of social background (grants,
accommodation, exemption from tuition fees) while another part was available to all independently of it
(including family and tax allowances and meals).

Student commitment to sound academic performance

Merit considered in terms of results at school, or in an entrance exam, was a criterion in all countries
at the outset. The obligation on students to maintain sound academic progress was generally essential
for the continued award of support with respect to social background. All countries awarded grants for
one year renewable as long as students achieved satisfactory results throughout the whole of their
undergraduate course. Assistance in the form of family allowances or tax relief was not linked to study
attainment, but was cut off when students were considered to be no longer dependent on their parents
(at the age of around 26 or 27). In France, family allowances and tax relief ended when students
reached the ages of 20 and 25, respectively.

B.1.2. Aims at the outset

The initial aim of all systems was to remove any financial barrier that might confront anyone wishing to
embark on courses in higher education. In general, the idea was to offset the financial difficulties of
students from disadvantaged backgrounds. In France and Portugal, this objective went hand in hand
with initiatives intended to improve conditions of study through the award of support.in kind that was
either means tested (housing) or universally available (meals). When arrangements-(for support were
first implemented in Italy, the equality principle was reflected in the more precise aim of combating
elitism in higher education. Furthermore, in most of these countries, virtually free higher education
systems were regarded as an important feature of democratisation.

At the same time, assistance to families irrespective of their income was intended to relieve them of
the financial burden that student children represented, consistent with the principle of parental

responsibility.
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B.1.3. Ways in which aims and principles have changed

The principle of equal access has remained unchanged in all countries within the group concerned.
However, two important developments in the transformation of this principle into concrete objectives
may be emphasised.

In Ireland, the abolition of tuition fees in 1996 for most undergraduate students was aimed at removing
not only financial barriers to entry into higher education but psychological ones. In other words, free
education was seen as a way of attracting more entrants into higher education from underprivileged
social groups. In other countries, this virtually free provision which existed for years is now fast being
dismantled, partly with the same aim in mind. Thus, in Italy, virtually free higher education largely
encouraged the ‘massification’ of higher education, but without broadening the scale of enrolment from
less privileged social strata, even though the desire to promote social mobility and fight elitism was a
basic principle of the financial support system. Because of the very poor global economic situation,
financial support to disadvantaged students was constantly cut back. Recent reforms appear to have
given a new lease of life to the fight against elitism in higher education. The imbalance in student
enrolment based on social background remains significant in Italy, with the majority of students (90%)
from privileged social backgrounds. However, it is now claimed that, rather than free higher education,
it is the payment of fees, on a scale linked to income, along with a strengthening of grants provision for
the poorest, which help to make the system fairer.

With respect also to the principle of equal access, it should be emphasised that there have been
changes in the way courses are organised in several countries in this group, with the aim of limiting
selection mechanisms at work in primary and secondary education. Thus, as early as the 1960s, the
secondary school curriculum in lIreland was unified and admission to higher education became
dependent on obtaining the final school-leaving certificate. In France, the introduction of technical
baccalauréats and then vocational baccalauréats followed the same logic. In Belgium, the 1970s
reform of education opened up entry to higher education from the vocational streams. Only Spain
appears to run counter to this trend with the introduction in 1990 of a vocational option that does not
provide access to higher education.

What changed fundamentally throughout the entire period was the balance between the
compensatory and the egalitarian principles. In countries in which the latter tended to prevail
(negligible registration fees, subsidised meals for all), the shift towards a compensatory system was
clear-cut. Fees rose with support dependent on social background (exemption or differing amounts),
reduced budgetary resources for subsidised catering, and an increase in parental means-tested
grants. This has been very clearly the case in Italy and Portugal. In Ireland, on the other hand, the
egalitarian principle has taken the form of a general increase in support, together with an end to the
payment of tuition fees for most undergraduate students (albeit with retention of lower registration
fees) and abolition of family tax relief.

Trends in the three other countries are similar but less distinct. In Spain and France, there is an
apparent wish to accentuate the compensatory principle. In Belgium, a levelling down of all support
has been the result of budgetary restrictions and the need to cut back on public expenditure. On the
one hand, grants awarded in accordance with the compensatory principle have decreased and tuition
fees have risen, but the least privileged are only entitled to a reduction (not an exemption). On the
other, the scope for family tax allowances has been altered so that savings on tax are the same for all,
and no longer proportional to income.

The principle of family responsibility has not really been compromised. In France, there have been
various initiatives to encourage the financial independence of students, but they are ancillary
measures as will be seen in due course.
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The relationship between the responsibility of the State and personal contributions has changed
in the countries concerned. However, as their systems operate with respect to a great many different
variables, it is very difficult to evaluate the scale of these changes in the balance between the two
considerations. However, it is clear that the abolition of tuition fees for most students in Ireland is part
of a process to increase state responsibility. Similarly, in France, the increase in budgets earmarked
for the various forms of support seems to reflect the same tendency. The different measures in
Belgium, on the other hand, have tended towards an increase in personal contributions. It is in Italy
that the change of direction appears sharpest. The determination to increase personal contributions on
the part of those who have the necessary resources, and to step up state provision for the poorest, is
attributable to the fact that the tax-based contribution to higher education of the entire population
seems blatantly unjust in the light of the imbalance in enrolment, and the over-representation of
wealthier social groups in education at this level.

The merit criterion in eligibility for financial support and, in particular, grants, was rapidly abolished in
all countries in this group, except in ltaly where, for budgetary reasons, results in the maturita were
taken into account until 1997. At that time, the significance of the criterion diminished, the aim being to
have just the single economic condition for entitement to support, and just the criterion of satisfactory
results within the specified period for grant entitlement to be maintained. The student obligation to
succeed for support to be maintained has been slightly amended in Spain and, above all, in Portugal.
Since 1997, it has been possible in Portugal to fail twice while still retaining entitlement to a grant.
There is discussion on this theme in the Flemish Community of Belgium and in France where it is the
~ subject of student calls for action. In Italy, the liberalisation of curricula at the end of the 1960s led
some students to associate financial support with social assistance. It was not until the reforms of the
1990s and the substantial increase in grant amounts that an amendment requiring repayment of
grants in the case of unsuccessful study was introduced.

B.1.4. Factors underlying change

Economic crises and public debt

Economic crises did not have the same repercussions on student support budgets in all countries in
the group analysed. In France, the crisis that began in the mid-1970s did not affect the amounts
earmarked for support. After remaining at a standstill in the 1960s and 1970s, they steadily increased.
Economic difficulties in Spain and Portugal did not apparently result in a decrease in support. It should
be remembered that these two countries really developed their current support systems after the oil
crisis. ltaly and Belgium seem to have been more markedly affected by economic problems and, in
particular, the scale of their public debt. In both countries, the adverse effects of the economic crisis
were countered by an expansionist budgetary policy and, for years, support budgets (or at least the
grants budgets, for which figures are available) steadily declined, although they were not subject to
special reform — the amounts and income ceilings for award were simply not adapted to the cost of
living. While in Belgium the process appears to have continued, Italy underwent a definite turnaround
in 1995. The contrasted developments in these two countries which had to confront similar budgetary
problems (and especially that of their debt) is more particularly attributable to economic factors (see
below).

What has happened in Ireland seems anachronistic in comparison to the other countries in this group.
While the country experienced recurrent economic difficulties into the 1980s which were to inhibit the
development of the student financial support system, the years since 1993 have witnessed
unprecedented economic growth. The country abolished tuition fees for the majority of students in the
mid-1990s and intensified the development of higher education.
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Growth of the student population

The growth of the student population has been a potential factor for change in so far as countries have
been overwhelmed by enrolments and applications for financial support. In Portugal, this growth has
long been controlled by a numerus clausus. Furthermore, the country has engaged in a ceaseless
effort to raise the number of places available in its higher education system. In Spain, institutions have
been increasingly cutting back on places, in accordance with their individual enrolment capacity.
Besides, some form of academic attainment has always been among the conditions attached to
assistance, so that the number of grants awarded can be made compatible with the budget for
support, irrespective of the number of applicants. This is also the case in Italy where the merit criterion
has ensured that the normal budgetary provision will not be exceeded. In Ireland, growth has been
controlled by limiting the number of places. The only two countries which have to address the issue of
excessive enrolment are thus France and Belgium, in which access to most courses is unrestricted
and the number of grant applicants is not always predictable. In France, the amounts of support have
reflected the development of the student population. its growth has had no impact on the proportions
of recipients. Belgium, on the other hand, has witnessed a fall in the number of recipients, despite
increased student enrolment (which has led to a drop in the proportion of students assisted). In the
French Community of Belgium, this situation is attributable to the non-indexing of family income scales
for the award of support which, in real terms, has the effect of making the conditions of award more
restrictive. In the Flemish Community, it is the result of a change in the conditions of award
themselves. The indexing of family income scales was subject to an annual decision until 1997/98.
Since 1998/99, it has been carried out as a matter of course.

A slight fall in the student population is currently observable in France. In Spain, forward projections
point to a marked decrease in university student enroiments in a few years. By contrast, in ireland, all
expectations are of impending growth in the student population.

Political movements

The change of government in France had an impact when the Left came to power in 1981. After a
sluggish period in which support budgets were constantly held in check, irrespective of any overriding
economic justification, the arrival of the Left led after some years to renewed grant support that has
been maintained ever since. The start of the 1990s witnessed the introduction of several measures
intended to improve student living conditions, and the new governing majority in 1993 did nothing to
challenge them. From 1993, the increase in support steadily intensified. However, in the same period,
other initiatives which appeared to favour the wealthiest seemed, as a result, inconsistent with the
possibility of stepping up parental means-tested support. They included accommodation allowances on
the basis of student income, and tax allowances on provision by parents for the subsistence of their
student children. This latter measure introduced in 1993 coincided with the return to power of the Right.

In the French Community of Belgium, changes of government also affected the support system. The
1978 reform known as the Michel Decree sought to convert student grants into loans for those in the
second stage of their studies (after two years). Introduced in a period when the economy was
deteriorating with a growth in public debt, this measure was never fully implemented, as a result of a
general lack of interest in the banking sector and a change of government the following year. After
widespread criticism on the grounds that it was discriminatory, the measure was abolished a few years
later, with the debt still mounting steadily. Subsequently, the responsibility for education assumed by
the Belgian Communities and its funding from government allocations, with no scope for taxation or
borrowing, led the former to operate within an inflexible budget, support from which could not be
adapted to the growth in the student population.
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In general, periods of political instability with constant changes of government have held back the
development of financial support systems. Such was the case in Portugal for some years after the end
of dictatorship and in Italy for several decades. Here, in fact, the transfer of management of financial
support to the regions by the responsible national body in 1977, but without any overall national
regulations, encouraged the growth of regional disparities, and limited the management role of the
central government. More uniform criteria in this area have only been introduced in the 1990s:

Malfunctioning of support systems

Among the forms of support awarded to families, some countries provide for tax allowances on
financial contributions by parents to the subsistence of their student children. Introduced in Ireland in
1984, this system was abolished ten years later for budgetary reasons and in the interests of greater
fairness. For such support favours the wealthiest who have the means to support their children in this
way. It was also enormously costly to the State as a result of its success, to the point of a tenfold
increase in a decade. The same system implemented in France in 1993 met with similar success.
Initially a fringe benefit, these tax allowances assumed such proportions that they were greater than
the amount earmarked for grants. The unexpectedly successful introduction of housing allowances in
accordance with student means-tested income also prevented a balanced budget, with the outlay for
these allowances currently about the same as the grants allocation. Indeed, awareness of such
budgetary imbalances across the different forms of support has led to an increase in this allocation by
the French government.

Efforts to balance budgets for different forms of support

The development of financial assistance for the poorest has often existed alongside measures that
affect a larger proportion of students, and may even favour the wealthiest. These two kinds of initiative
result in a real polarisation of support. Governments have regularly sought to restore balance to the
system. Thus the rise in tuition fees in Portugal, which was widely opposed by students (and their
families) at the outset, was regarded more favourably following the introduction of measures for the
extension of possible tax allowances. A broadening of tax relief also followed the partial liberalisation
of tuition fees requested by Italian institutions.

Difficulty in targeting students who lack financial resources

In most countries, there is considerable difficulty in targeting students of limited means because
conditions for the award of support are based on tax declarations — an area in which fraud is very
widespread. Although it is not a real factor underlying change, fraud compromises the credibility of a
system of means-tested grants and may discourage political authorities from any move to raise grant
amounts.

In certain cases, such as in Portugal, fraud has led to a relatively strict system of inspection (including
interviews and visits at home). Tax declarations are also unsatisfactory for assessing the standard of
living of independent workers. In Italy, information about property is taken into account in addition to
declarations of income. Finally, tax declarations indicate the resources of families one or two years
before their children apply for grants by which time their circumstances may have changed. Proposals
for improving these estimates of family resources are under discussion in the Flemish Community of
Belgium.
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Paid work among students and the emancipation of young people

Generally speaking, in most of the countries concerned, students are dependent on their families. The
success of tax measures enabling parents to deduct subsistence contributions for their student
children has reinforced this tradition in France. When such measures existed in Ireland, their success
was similarly self-evident.

Most students who obtain paid work are from poor backgrounds. They are unable to rely on the
support of their parents to provide for themselves, and assume that proportion of the cost of living not
covered by their grants. In ltaly, massive drop-out of students employed part time has led to them
being offered opportunities to secure part-time work on their courses within universities which offer
them tax-free remuneration. These proposals have proved attractive for students in providing them
simultaneously with a source of income and work experience. A survey in Ireland in 1995, before
tuition fees were abolished, showed that around half of all students worked part-time to pay for their
education.

The phenomenon of paid work among students in these countries reveals above all the inadequacy of
support awarded in accordance with parental income. The question of young people increasingly
seeking financial independence has also been a relevant issue in the same countries, in which the
average age of students is rising. In this respect, France has introduced two kinds of measures,
namely housing assistance means tested with respect solely to student income, and the introduction of
loans. The latter were totally unsuccessful given the reluctance of the banks to offer loans without
firmer guarantees of repayment, and the students for whom the terms were in any case unfavourable.

Unemployment and graduate salary levels

Generally speaking, higher education in all countries within this group is an attractive proposition. High
unemployment rates among unqualified young people are a key incentive for them to study.
Differences between salary levels in jobs requiring a higher education qualification and other forms of
employment are no less of a motivation. Consequently, in Spain, Ireland and Portugal, the demand for
places in higher education has regularly exceeded the supply.

B.2. DEVELOPMENT OF SYSTEMS IN WHICH THE STATE HAS ASSUMED THE ENTIRE COST
OF EDUCATION, WITH FAMILIES CONTRIBUTING TO THE STUDENT COST OF LIVING

In this group are Germany, Greece, Austria, Luxembourg and Liechtenstein. The five countries are
analysed jointly because, in contrast to the previous group, they provide higher education free of
charge. Changes observed in the support systems of some of them have to be considered in the light
of certain major political developments, such as the reunification of Germany in 1990 and the period of
dictatorship in Greece from 1967 to 1974.
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FIGURE ||.2—.;:- de SUMh./‘IAR.ISIN(.':‘ ASPECTS IMPORTANT TO AN UNDERST-,;\"FLJ.D-I-F\JG
OF THE DEVELOPMENT OF SYSTEMS
OVERALL FEATURES OF SYSTEMS
[D,EL L A LI
- AT PRESENT:

All these countries are characterised by the same forms of support. grants and/or loans for
students from modest backgrounds, support to the parents of students in the form of family or
tax allowances irrespective of income.

- WHEN FIRST SET UP:

Almost identical. A major change has been to link family assistance to student attainment in
Austria; another has been the introduction of tuition fees in some German Lander.

‘B.2.1. Basic principles when systems were first set up

Principle of equal access

It is through free provision, more than anything else, that equal access to higher education seems to
be a basic principle of arrangements for student support in these countries. Luxembourg and
Liechtenstein, where opportunities for higher education are limited, are committed to ensuring free
study abroad by repaying the tuition fees that their students may be charged in other countries.

Allowing for this common aspect, the principle of equal access has a greater or lesser part to play in
determining support meant to cover the cost of living.

In Austria, policies to offset social inequality have been based more on the development of the Welfare
State than the promotion of educational opportunities. Furthermore, the idea — apparently very
widespread in this country — that society is stratified, and that all people have their own individual
position in the social hierarchy, runs counter to social mobility in general, and more egalitarian
educational opportunity in particular. When Germany first set up its system, the equality principle
resulted in more fairly balanced vocational prospects, with financial support awarded on an individual
basis, rather than an attempt to compensate for social inequality through provision tailored to the
needs of different social categories.

By contrast, in Greece in 1964, the principle of equal access was reflected in a determination to
secure social justice by enabling would-be students from poorer sectors of the population to enter
higher education. The system was based on free provision and support for those most in need. The
abolition of tuition fees in 1964 was determinant from the standpoint of social mobility.

Relation between the responsibility of the State and personal contributions

In Germany, government contributions do not cover the entire student cost of living. Personal
contributions — essentially those of the family — have always been deducted from the state subsidy. By
contrast, when Greece and Austria established their support systems, the maximum student grant was
calculated to cover the entire cost of living. In Luxembourg, support initially had three components,
namely grants, interest-free loans and high-interest loans. The personal contribution resulting from
loans was thus an integral part of the system.
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Family responsibility or the financial independence of students

All these countries considered that families should provide for their student children until they were,
relatively, quite old and family assistance was available to help them do so. It was offered on a fairly
generous scale everywhere except in Greece in which the resources available to the State were not
proportionally on the same scale as elsewhere.

Compensatory and egalitarian principles

In all countries, a share of the support (the grant) was awarded with respect to the financial resources
of students and their families, while an additional share was available to all, irrespective of income
(family assistance, transport concessions and health care, as well as books in Greece, etc.). The
budgetary allocations for non-means-tested family assistance in Germany and Austria were greater
than those for students who were less well off. Clearly, therefore, the egalitarian principle prevailed.

Student commitment to sound academic performance

Satisfactory progress by students has generally been required for the continuation of support awarded
on the basis of socio-economic background. This condition has been experienced as especially
restrictive in countries such as Austria, where the traditional academic freedom enjoyed by both
teachers and students has hardly been an incentive to the latter to achieve good results fast. Student
grant-holders have thus had to perform efficiently in systems where efficiency is not the norm. In
Greece, grants were awarded and maintained subject to satisfactory completion of each year of study.
As well as similar requirements of attainment and progress in Liechtenstein, merit has also been a
criterion there in the award of support for the first time on entering higher education. The more general
personal qualities and aptitudes of applicants for support are also taken into account at this stage.

When financial support systems were first set up, family assistance in the form of allowances or tax
relief was not linked to student performance in any of these countries. It was cut off when students
reached the age of 26 or 27.

B.2.2. Aims at the outset

Besides their determination to abolish financial barriers, the systems first established in Germany,
Greece, Luxembourg and Liechtenstein clearly pursued an educational objective. This was to train
enough young people to meet the needs of industrialised society, thereby stimulating training activity,
and to provide the economy with the highly qualified workforce it required. Democratisation was an aim
in Luxembourg in which the system of support attempted to facilitate and broaden opportunities for
study.

As a rule, the purpose of assistance to families was to lessen the financial burden to them of children
who were students. In Austria, however, there has been a recurrent debate characterised by two
opposing schools of thought regarding the purpose of assistance to families. The first would use it
primarily as a mechanism for redistributing resources away from the richest families and towards the
poorest. The second would see it as a way of easing the financial burden on parents of children who
are students, bearing in mind that the richest families spend most on their children’s education. The
egalitarian option, which was influential in the conversion of tax allowances into family allowances with
identical amounts for each child, was the result of a compromise between these two viewpoints.
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B.2.3. Ways in which aims and principles have changed

The principle of equal access was maintained during the period analysed. Although, in Austria, the
concept of a stratified society, in which each person occupies a specific level in the social hierarchy,
was challenged by progressive thought in the 1960s and 1970s, it has continued to influence
educational policy.

Germany and Austria have also been characterised by highly selective secondary education systems
that stand in some contrast to the current broadening of opportunities, in the other countries, to enter
higher education via their vocational streams.

The balance between the compensatory and egalitarian principles has changed in all countries
analysed except Luxembourg. Initially, the egalitarian principle was very clearly conspicuous (with
non-existent registration fees and non-means-tested support for all). But it gave way to a gradual
tendency towards a more compensatory system.

The corresponding trend in Germany was first reflected in a steady fall in the number of recipients of
grants and loans combined, from 45% in the 1970s to 20% at the end of the period under
consideration. However, a clear trend towards polarised support has emerged only very recently. Two
signs of this break with the egalitarian principle have thus been the incorporation of family allowances
within the system of tax allowances, and legislation in some Lander for the introduction of registration
fees, which is also being debated throughout Germany. Some say that if the principle of free higher
education still respected in the majority of Lander is compromised, means-tested support should be
introduced to help the students who have to pay these fees.

Since the beginning of the 1980s in Austria, the conversion of a share of family allowances into tax-
deductible support for families with students abroad, further exemplifies a trend towards support
concentrated in favour of the wealthiest. As has been pointed out, tax allowances operate generally to
the advantage of the richest, whereas family allowances go to everyone on the same basis. However,
a constant fall in the proportion of grant-holders since 1970 gave way to a slight upturn in 1992,
suggesting that the compensatory principle is perhaps regaining significance.

It is difficult to evaluate the impact of assistance to families in Greece, because the total amounts of
such support are not available. While students who have hardly any money receive substantial
assistance (with housing and free meals), certain forms of support consistent with free higher
education are available for all (such as free textbooks and cheap public transport). Debate as to
whether books should remain free of charge suggests that Greece, too, is finely balanced between the
egalitarian and compensatory principles.

In Liechtenstein, the amendment to the 1963 law increasing the upper income limits for awards, as
well as the scope for tax allowances, responded to the criticisms which, at the time, were directed
towards a lack of concern for the circumstances of families from middle-class backgrounds.

The principle of family responsibility has not really changed in these different countries. In Austria,
between 1963 and 1992, the idea of grants as a partial contribution to living costs was introduced just
when there was a rise in the number of those receiving support. After 1992, the maximum grant was
once more calculated to cover the entire cost of living. However, this did not belie the general principle
of family responsibility, as only the worst-off obtained the maximum grant. In Greece, the amount of
the grant initially intended to cover living costs has steadily diminished.

The relationship between the responsibility of the State and personal contributions has altered in
all countries in this group. However, since these systems operate in accordance with numerous
variables, as in the case of the previous group (see B.1), it is hard to evaluate the extent of such
changes. Nevertheless, it would seem that the responsibility of the State is waning everywhere in
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favour of personal contributions, except in Luxembourg, in which the purpose of the 1992 reform was
to lessen the financial burden of students in loan repayments.

Student obligation to demonstrate satisfactory academic performance has been clearly
intensified in Germany and Austria. In Germany, this has assumed the form of a ‘loans only’ policy for
students who take longer than the authorised period to complete their courses. In Austria, family
assistance which, until the mid-1990s, was granted on behalf of all students has since been linked to
academic attainment. The imposition of this condition in a country where students have not
traditionally been encouraged to complete their courses within firmly fixed periods has resulted in a
very dramatic fall in the numbers of those set to benefit from this kind of support. Finally, in Greece,
the criterion of merit-linked access to courses has been maintained.

B.2.4. Factors underlying change

Economic crises and public debt

It is only in Germany that economic crisis appears to have directly affected financial support. The
generosity of the 1970 BAf6G (Federal Law to promote Education) which governed the award of such
support, was not maintained for long. Revised grant scales very soon fell short of the rise in the cost of
living, leading to a drop in the number of recipients and grant amounts, as well as the conversion of
the grants system into one with a compulsory combination of grants and interest-free loans. At first, in
Austria, the economic crisis had hardly any repercussions on the support system. The effects of the
crisis were largely offset by massive state investment in the economy. The resultant big increase in the
public debt led to austerity measures and controls on public expenditure designed to meet the
economic convergence criteria of the Maastricht Treaty. First introduced at the end of the 1980s, these
initiatives were intensified in the course of the 1990s, and underlie all restrictive measures recently
applied to the different components of financial support.

The economic crisis has not affected financial support in Luxembourg and Liechtenstein. The only
major reform implemented in Luxembourg has been directed towards an improvement of the system
which has become very generous. In Greece, the economic situation has remained problematic since
the support system was set up. However, economic crises and austerity policies have not led to any
fall in public expenditure on education. The measures in force — most of them egalitarian in nature
(including free education and textbooks) — could not be amended since the political cost of any change
would have been too much for any government to bear. The effect of the growth in student enrolment
was to step up expenditure on financial support for all.

Growth of the student population

In this group, the only country that has had to address the question of a ‘student surplus’ has been
Germany, in which entry to most courses has been unrestricted and the number of applicants for
grants is not always predictable.

In Greece, growth has been kept under control by a numerus clausus. In addition, criteria for the
award of support have always included an element of academic attainment that has made it possible
to bring the number of grants awarded into line with the support budget, irrespective of the number of
applicants.

Furthermore, the country has ceaselessly attempted to raise the number of places available in higher
education. The growing student population of Luxembourg is increasingly turning to study abroad,
while support to help it do so is also increasing. In Austria, neither the government nor society in
general considers further expansion of the student population to be desirable.
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Political movements

The biggest political movements have been evident in Germany with the integration of the new
Lander. Reunification has had repercussions not only for the economy in general, but also the number
of recipients under the terms of the BAf6G, since students in the new Lander have generally been less
well off than the remainder. This has had a considerable impact on the student support budget for
grants and loans. In Greece, most reforms have also been attributable to political changes. In 1964,
the first reform of education occurred after a centrist party came to power. The 1965 change of
government, followed by the military dictatorship in 1967, placed a moratorium on most of the
measures the reform entailed. In 1975, the second reform followed the fall of the dictatorship and the
arrival of a right-wing government. A socialist government accomplished the third reform, in 1981.
However, it should be noted that, whatever the government and the period concerned, most decision-
makers have been obliged to introduce measures aimed at broadening the supply of education to
respond to greater demand for it. The abolition of tuition fees in the first reform has been partly
responsible for this phenomenon.

Paid work among students and the emancipation of young people

In Germany and Austria, where the principle of student dependence on their families has been
embodied in the legislation, most students have worked part time in order to pay for their education,
which has tended to lengthen the time needed to complete their courses. The possibility of awarding
support to students, irrespective of family income, has been raised in both countries. In Germany,
concrete proposals were even formulated for basic support to all students regardless of parental
income. They were nevertheless rejected because they stood to deeply undermine family law and the
structure of tax legislation, and also because they were too costly given the state of public finances.

Longer than normal periods of study

As already mentioned, the organisation of courses in Germany and Austria has left students some
margin of manoeuvre in deciding how frequently they take exams. This is in some contrast to financial
support increasingly linked to satisfactory exam results. There is ongoing debate in Germany about
the possibility of scaling the funding of higher education institutions to the number of their graduates.
This strategy would strongly encourage institutions to provide education in a form that shortened
rather than lengthened their courses. Until now, however, the distinction between the two kinds of
funding (support to students and the financing of education) has been preserved.

Unemployment

It is in Germany that unemployment has really affected financial support whose purpose at the outset
was primarily educational. One of the aims was to stimulate training resources so as to provide the
economy with a skilled workforce. This objective has become obsolete as a result of unemployment
among young people in general and, more particularly, because of the growth of graduate
unemployment. Arrangements for financial support have been left weakened in so far as only the
social policy aim remained to underpin them. The disappearance of one of the two goals underlying
the entire system of support may explain why the amounts earmarked for student financial assistance
have been gradually reduced.
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B.3. SYSTEMS IN WHICH THE STATE HAS ASSUMED ENTIRE RESPONSIBILITY FOR THE
COST OF EDUCATION, WITH STUDENT FINANCIAL INDEPENDENCE

This group contains the five Nordic countries inciuded in the study. With the exception of a few
persistent differences, the development of their systems has become increasingly similar. Most of the
changes that have occurred have been concerned with the conditions governing the award of support,
the share of grants and loans, and interest rates.

FIGURE 11.2.5: BOX SUMMARISING ASPECTS IMPORTANT TO AN UNDERSTANDING OF THE DEVELOPMENT OF
SYSTEMS.

OVERALL FEATURES OF SYSTEMS
[DK, FIN, S, IS, NOJ]
- AT PRESENT:

Combination of grants and loans awarded with respect to student income. Variations as
regards the grant share: over 60% in Denmark, over 50% in Finland, around 30% in Sweden
and Norway, and solely loans in Iceland. No assistance to families. Higher education is free
except in the subsidised private sector in Iceland and Norway. Loans, some of whose interest
is subsidised in Denmark, and to a lesser extent in Sweden and Norway. State-subsidised
interest-bearing foans in Iceland. State-guaranteed loans at market rates of interest in Finland.
In contrast to the situation in countries aiready analysed, the State has never granted
assistance to the parents of student children in higher education.

- WHEN FIRST SET UP;
Situation identical to that at present with three exceptions:
- support was awarded with respect to family income everywhere, except in Iceland:
- grants played a much less significant part than loans:;

- loans were financially more advantageous to students: state loan subsidies were bigger in
Sweden and Norway, and interest rates were fixed by the government in Finland: loans in
Icetand were at low nominal rates relative to the inflation rate. In the case of the two latter

’ _ countries, the reat interest on repayments was thus negative in periods of high inflation.

B.3.1. Basic principles when systems were first set up

Principle of equal access

This was evident in all countries. The purpose was to ensure that everyone had the same opportunity
to study. In Norway where those resident in the northern regions were at a considerable disadvantage
in terms of study opportunities, specific forms of support were developed to counter these regional
inequalities. In Denmark and Sweden, the principle of equal access was conceived differently. Here,
the idea was not only to remove all financial barriers but to draw students from disadvantaged social
backgrounds into the educational system. In iceland, the loans system was based on a desire to offer
universal assistance that guaranteed access to all.

Relation between the responsibility of the state and personal contributions

All countries decided that a share of the cost had to be assumed by the State and another share by
students and/or their families. The balance between the two contributions was evident, first, in the
grant amounts awarded to students and, secondly, in the scale of the state subsidy to honour loan
interest rates. The two mechanisms were interrelated. In Sweden, the issue resulted in a limitation of
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the grant share. It seemed normal that the student cost of living should be only partly met from public
funds, since graduates subsequently often earned the highest salaries.

Family responsibility or the financial independence of students

The situation varied from one country to the next. In Iceland, students had always been considered
financially independent from their families once they reached the age of 16 (raised to 18 in 1998). In
the other Nordic countries, families did not seemingly have to provide for the subsistence of their
student children beyond the age of 18, except in Finland. In this country, the idea of the family
contribution was a strongly maintained principle when the system was established. In reality, the
Nordic countries have been noteworthy for the independence of their students. Very few of them live
with their parents, and most have other sources of income obtained through paid work, or via loans.

Compensatory and egalitarian principles

In all the Nordic countries except Iceland, student cash support was parental means tested throughout
the 1960s. Thus these countries conformed to a compensatory principle intended to help young
people from the poorest families. In Iceland, on the other hand, the egalitarian principle prevailed
before the loans system was introduced. As early as the start of the century, grants were offered to all
students by the University of Iceland, irrespective of parental income.

Student commitment to sound academic performance

This principle has not been interpreted in the same way in all countries. In Finland, Sweden and
Norway, students have had to satisfactorily complete a minimum proportion of their course workload
for support to be continued. In Denmark, they have to pass their exams, although partial failure may
be accepted if students have made a demonstrably real effort to pass. In Iceland, no condition
regarding attainment was laid down at the outset.

Aims at the outset

The only objective common to all support systems in the Nordic countries was the removal of any
financial barrier liable to prevent would-be students from studying. Over and above this particular
objective, other goals included greater social mobility with a view to ensuring more socially balanced
enrolment in higher education in Denmark and Sweden, and a better level of education among the
population in Finland. In Norway, the aim was to ensure enrolment in higher education on a fairer
basis, and to use arrangements for support as a mechanism for achieving greater social justice. In
Iceland, the purpose of the system was to provide for the well-being of students. Here, the educational
aim of developing human capital was not regarded as among the tasks of student support.

Two further aims more closely linked to the question of student financial support were also pursued by
these various countries in the 1960s. The first was to lessen graduate debt, particularly in Sweden and
Norway, while the second was to reduce paid work by students, and the time they took to complete
their courses, especially in Denmark and Finland.

In all these countries, both goals were attributable to the tradition of independence among students
who de facto looked for sources of income other than their parents in order to provide for themselves.
Their general wish to do so was probably the most distinctive feature of the countries concerned. Even
before the national support system was set up'in Sweden, most students not in receipt of public
assistance from elsewhere took out private loans. The introduction of state-subsidised loan
arrangements in the 1960s was specifically intended to lighten their debt burden. In Denmark and
Finland, on the other hand, students were more inclined to turn towards paid work. And the combined
grants and loans system of the 1970s in both countries was clearly meant to discourage this trend.
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B.3.2. Ways in which aims and principles have changed

Principle of equal access

The principle of equal access has changed most noticeably in Denmark and Sweden where there
has been a very clear determination to achieve greater social mobility. The aim of securing socially
balanced enrolment appears to have gradually lost ground in Denmark at the end of the 1980s, with
increasing emphasis on the efficiency of the higher education system and on its management in
accordance with market principles. Evidence of greater social mobility has also declined in Sweden in
the last ten years. By contrast, in Norway, the determination to fight unequal access led to broader
measures for combating the perceived roots of inequality, in the 1980s.

Relation between the responsibility of the State and personal contributions

The relationship between the responsibility of the State and personal responsibility in meeting
the student cost of living also gradually shifted towards a steady increase in state subsidies in
Denmark and Finland, and a levelling out of expenditure in Sweden (a reduction in public loan
subsidies with a corresponding increase in the grants share). In Norway, the reduction in the loans
subsidy of the 1980s has been similarly followed, in the 1990s, by a rise in the proportion of grants.
Only Iceland has lowered its state contribution since the 1990s. The current trend in this country is to
regard education as a personal investment, in relation to which each individual is meant to reach a
personal decision.

Family responsibility or the financial independence of students

In all the Nordic countries, it is the issue of student financial independence that has probably given
rise to the greatest number of similar decisions, to become a truly consolidated principle. It was
formally decreed in Sweden as early as 1968, not only as a question of principle but as a way of
moving towards support for all, in line with a very egalitarian precept. It should be borne in mind that
students there not in receipt of public assistance because of the high earnings of their parents, tended
to take out private loans, thus incurring heavy debt. In Norway, the same kind of financial
independence was established later. While the ministry supported the idea in principie, it believed it to
be unrealistic in the prevailing economic climate. The parliament, nevertheless, approved it. In
Denmark, financial independence was a widely debated issue. Although the socialist parties were in
favour of it from the time the support system was created in 1971, it was only partially implemented in
1986 because it was long considered an exorbitant option by parties on the Right. Yet it was formally
adopted when representatives of the latter shifted their attention from limiting expenditure on support,
towards ways of improving educational efficiency. Consequently, they came to accept the principle of
financial independence as a means of awarding support to all and, by the same token, reducing paid
work among students, increasing the efficiency of their study activity and, thus, reducing the cost of
courses. Furthermore, the same decision probably appealed to the richer families invariably
represented by right-wing parties, since it discharged them from any further contribution to expenditure
on education. In Finland, the financial independence of students for the award of support occurred
later, for the principle of family responsibility was reiterated throughout the 1970s. The initial
development was not until 1992, when students no longer living with their parents (the majority)
received support irrespective of the latter's earnings. The measure was part of a reform intended, in
particular, to reduce paid work among students.
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Compensatory and egalitarian principles

-The steady growth of financial independence among students has been clearly part of an egalitarian

trend. The aim was to make support available for everyone. This gradually occurred in each of the
countries except Iceland, in which the egalitarian principle had always prevailed. From as early as
1911, the purpose of grants there was to assist all students and, in 1952, loans were introduced to
ensure universal support following the growth of the student population.

Student commitment fo sound academic performance

Emphasis on the student obligation to demonstrate satisfactory academic performance has
changed in all countries, in general when grants have been introduced, or the grants share of support
increased. It has not seemed necessary to subject loans to a similar condition, since the obligation to
repay them normally compels students to take their courses very seriously. On the other hand, the
formal requirement that they should do so has been a natural consequence of action to introduce or
intensify provision of grants. In Sweden, normal progress in the course of study was taken into
account as soon as the grants element was introduced in 1965. In Denmark, the continuation of
support was strictly limited in time, following the introduction of the voucher system when the grant
share of support was increased. The increase in the grants share in Finland in 1992 led to restrictions
on the normal length of courses.

Similar developments have occurred in Iceland, where since 1992 also, students have obtained loans
only after they have successfully completed their first semester. In this country, in which only loans are
available to students, this reform has been prompted primarily by economic considerations.

B.3.3. Factors underlying change

Economic crises

In this group, economic recession has affected in different ways, depending on the country concerned,
the amounts of support, or the relative proportions of grants and loans, which have been made
available to students.

Itis probably in Iceland that economic difficulties have had the most extensive and, above all, the most
long-standing impact on the system of financial support. From 1976, successive measures transferred
a share in the cost of support to students. Economic difficulties and reluctance of the government to
increase public support for the Icelandic Student Loan Fund led to indexing of the capital repayable.
The result was to slightly push up the share in the cost of loans borne by students. In 1992, the Fund
registered a deficit, partly because the ‘government was continuing to cut back its contribution. The
introduction of government-fixed interest rates of between 0 and 3%, in addition to the capital indexing,
sharply increased the student contribution to the repayment of loans. Recently, these various
measures have been slightly relaxed through downward revision of the proportion of income for
repayment (from between 5% and 7% to 4.75%), and the introduction of support specifically intended
for former students to cover overdue repayments.

In Denmark, the introduction of non-subsidised interest-bearing loans was a short-term measure in
reaction to the 1973 oil crisis. Given the student debt that occurred as a direct result, interest
payments were once again rapidly subsidised. Since then expenditure on student support has steadily
grown, although the adverse consequences of the economic crisis have been increasingly to the
forefront in political debate.

In Finland, grant increases have occurred in periods of both recession and growth, though in response
to different needs. The economic decline of the 1970s, which made it harder to obtain bank loans, led
to an initial increase in the provision of grants. Subsequently, economic recovery led to a further
increase in the share of grants in financial support, this time mainly because of the waning popularity
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of loans. The economic crisis of the 1990s, initially led to a fresh increase in grants because of the
effect of the crisis on the conditions for loan repayment. Finally, in recent years support has declined
(with a fall in the value of grants) in the general context of restrictions on public expenditure.

In Sweden, economic recession did not lead to any diminution in public expenditure on student
support, but it led to a close watch on it. At the end of the 1980s, awareness of the considerable cost
to the State of its loans subsidy resulted in the government converting a share of this outlay into grants
with, however, a rise in the proportion of interest rates borne by students. The aim was to improve the
quality of support without increasing expenditure from the state budget.

Economic difficulties in Norway led the government to adopt a whole series of measures in the 1980s.
Their purpose was to abolish the state contribution to loan repayments almost entirely. The
considerable rise in interest rates included in these measures, aggravated student debt and, under
healthier economic circumstances in 1994, gave rise to a fresh reform of the system comprising an
increase in the grants share of total support and a lessening of interest rates.

The consequences of inflation for loans

In countries in which loans accounted for a major share of support, the marked growth in inflation until
the end of the 1980s had a considerable impact, particularly in countries in which the authorities
imposed a nominal fixed interest rate. When inflation increases, the real value of repayments falls.
Thus, in Finland, with its government-fixed interest rates, the inflationary trend lessened the burden of
repayments, which made loans more popular with students. The Finnish banking sector started to offer
loans at market rates of interest during the 1980s and, under these circumstances, banks were
increasingly reluctant to offer loans to students at the fixed interest rates required by the government.
Faced with this tougher attitude to borrowing, the government authorised the banks to raise their
interest rates on student loans. It then decided to offset the increase by raising grant amounts, rather
than subsidising interest payments, as both operations simultaneously were not financially possible.
However, the burden of interest rates led many students to avoid loans and turn to other sources of
income, including mainly paid work and help from their families.

In lceland in the 1960s, students obtained loans at very low nominal interest rates compared to
inflation. With runaway inflation, the real value of repayment instalments fell, so loans were a very
attractive proposition. Control over inflation no doubt reduced their appeal.

Growth of the student population

It was only in Iceland that the exceptional enthusiasm of young people for higher education and the
increase in the number of applicants for support actually contributed to a change in arrangements for
financial assistance. The growth in the student population created difficulties for the Icelandic Student
Loan Fund so that students had to bear an increased share of the cost of loans. The difficulties
encountered in providing financial support were partly attributable to unrestricted access to university
courses. By contrast, in the other countries, the growth in the student population was relatively well
controlled, and the effect of the conditions governing entry to higher education in Finland, Sweden and
Norway was to create very selective systems. This feature has been less marked in Denmark for some
years. In all these countries, there was no weakening in the wish to attract more young people into
higher education.

Political movements

It would appear that, in the Nordic countries, changes of government have not had a major impact on
the way support to students has developed. This may be because many reforms have been decided at
parliamentary level, and not solely by the government. The fund which awarded support has also been
a key player in Iceland and Norway. Furthermore, in most Nordic countries, with the exception of
Finland, adjustment of support and the conditions of award to the cost of living is virtually automatic.
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This somewhat limits any potential for flexible interpretation of the law, which may be observable in
other countries.

B.3.4. PAID WORK AMONG STUDENTS AND STUDENT DEBT

Both these factors have to be taken jointly into account in the analysis. While the two phenomena are
evident to a variable extent in the Nordic countries, they have led to the same measures. They are
also the by-product of a highly significant reality common to them all, namely the financial
independence of students. If students get no financial assistance from their parents and live away from
them, they can supplement their state provision either through paid work, or through taking out loans.

Yet the decision to work or to borrow is not merely down to the students. Up to a point, their action is
determined by the system itself.

Debt

In Sweden and Norway, the grant share of support has always been limited, so debt among graduates
is a recurrent issue. The response has been, on the one hand, to link repayment to graduate wages
and, on the other, to gradually increase grant amounts to cover some 30% of the cost of living.
However, in Sweden, this measure has meant transferring part of the cost of loans to students, with
the aim of avoiding an increase in public expenditure. Many measures in Norway have focused on the
terms of repayment. But linking it to income was discarded as complex and costly. The rise in interest
rates and the small share of grant support to students living away from their parents were responsible
for the student debt which increased at the end of the 1980s and into the 1990s. The authorities
responded by lowering interest rates and increasing the share of grants to account for 30% of total
support. Furthermore, the fear of debt, which may discourage students from undertaking long courses,
explains among other things why Norway recommended the abolition of loan repayments for students
embarking on courses of this kind.

In Finland, the question of the student debt burden was very much to the forefront in the 1970s when
increasing numbers of students were contracting loans. It was settled of its own accord (without state
intervention) with the growing reluctance of banks to offer loans to students. Denmark also went
through a very short period in the mid-1970s, during which loans at subsidised interest rates were
replaced by loans at market rates. The result was debt among students and initiatives to help them
out. Simultaneously, in order to make higher education more attractive, grant amounts were increased,
and thus debt was considerably reduced. For years in Denmark and Finland, grants have gone a long
way to covering the cost of living. Consequently, students have been able to think realistically about
avoiding loans and supplementing their income with paid work, which appeared less likely in countries
where the share of grant support was modest.

For many years, debt was not a problem for students in Iceland. Indeed, in the wake of inflation, loans
were obtainable on very favourable terms. On the other hand, the fact that the real value of the
amounts to be repaid was falling constantly posed a problem for the government, which accounts for
the measures introduced at the beginning of the 1990s. While amendments to the conditions for
borrowing and repayment, which made loans increasingly less popular among students, did not result
in greater debt, they led to a fall in the number of students who contracted loans and the amounts of
money they borrowed. '

Paid work

The problem of paid work has been evident mainly in Denmark and Finland. In Denmark, the greater
period of time required by students to complete courses was long attributed to their undertaking paid
work that compromised the effectiveness of studies. To restrict such work, the conditions of award
were altered so as to no longer take account of parental income, thus permitting all students to obtain
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support, and the value of grants was raised. These various changes (financial independence and grant
increases) were not as effective as had been hoped, and a decrease in reliance on paid work was only
observed when the voucher system was introduced with a limited period for support, enabling students
to discontinue it when no longer needed, either because they had earned enough money, or had
turned to an activity other than study. This was the only measure that had any real effect on paid work,
not so much by reducing the number of students who relied on it as the time each individual student
spent on it.

In Finland, paid work among students has been a factor underlying change on more than one
occasion. Every time the amount of support has been inadequate, students have turned to
remunerated employment. Only once was this trend less marked, following the 1972 reform which did
provide sufficient assistance. It should be added that the amount of support has not been linked to the
consumer price index, and has therefore tended to fall in real value between two reforms. A further
incentive to indulge in paid work in the 1980s was the shortage of skilled workers in some sectors.
Students were thus employed before they completed their courses, thereby securing an opportunity to
establish familiarity with the world of work. The reaction was once again to increase the grant share of
support.

Longer than normal periods of study

In Finland, courses that took students longer to complete than normally expected, gave rise, at the end
of the 1980s, to public debate centred on ways of encouraging student attainment. However, no
particular measures were introduced, as the authorities felt that financial support had a social function
to perform, and was not simply a reward mechanism. Similarly, there was an apparent will to boost
full-time study in Norway at the start of the 1990s. A bonus system (involving partial exemption from
loan repayments) was provisionally established for students who had completed their courses in a
reasonable time. However, it was rapidly abolished because it favoured the most gifted students, and
thus appeared discriminatory.

In Denmark, the implementation of the voucher system, which limited the period within which students
were meant to complete courses was part of broader changes in the way they were organised
(introduction of management in accordance with market principles). Curricular organisation also had to
be considered when it provided an opportunity for part-time students to extend their courses for an
appreciably longer period. Thus, in Finland in the 1970s, the fact that the repayment of loans began
after graduation, coupled with poor prospects of finding work, given an increase in unemployment, led
some students to postpone graduation in order to defer the foregoing obligation.

Limited incentive to study

In Denmark and Finland, the increase in the grant share of support, already referred to more than
once, has been partly attributable to the fact that, in general, students have not found higher education
to be an especially attractive proposition. As a result, their apparent motivation to embark on study has
not been sufficient to meet the general aims of the two countries, namely socially balanced enrolment
in Denmark, and a higher level of education among the population in Finland.

More specifically, the amounts of unemployment benefit, along with the relatively limited salary scales
were likely to deter young people from entering higher education. In Denmark, in the 1980s, the
authorities attempted to make study at this level a more attractive proposition by increasing grant
amounts. By contrast, in so far as this was no longer possible in Finland in the 1990s, alternative
measures were introduced, which focus on other forms of social assistance and which seek, in
particular, to award unemployment benefit to young people only if they are willling to study.

This lack of attractiveness of higher education has also been evident in Iceland. However, support
there has not pursued the aim of developing human capital and has not, therefore, had to make the

~ same adjustment. Restricting conditions for the award of support does not appear to have had a
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significant impact on participation rates. However, the restrictions were introduced at the same time as
a rise in unemployment, which may have been a factor encouraging young people to study.

In this country, which also has relatively flat income scales, there have already been calls for graduate
salaries to be made more attractive than others, given the increasingly substantial personal cost of
investing in higher education.

B.4. CHANGES IN THE SYSTEMS OF THE NETHERLANDS AND THE UNITED KINGDOM

The Netherlands and the United Kingdom stand out from all the other countries, as a result of recent
reforms, at the end of the 1980s and the start of the 1990s, which have radically transformed the
components of financial support, totally altering the overall structure of their systems. The present
section will attempt to explain these two major reforms and the initiatives that have followed in their
wake.

FIGURE 11.2.6: BOX SUMMARISING ASPECTS IMPORTANT TO AN UNDERSTANDING OF THE DEVELOPMENT OF
THE SYSTEMS '

OVERALL FEATURES OF SYSTEMS
[NL, UK]
- AT PRESENT:

The two countries possess the same kinds of support: grants for students with few financial
resources, support for all students irrespective of their social background or their income, in
the form of grants and interest-bearing loans at market rates in the Netherlands, and limited-
interest loans in the United Kingdom. Families of students receive no assistance. In the
Netherlands, students receive support for the payment of tuition fees, partly in the form of
grants and partly as loans. In the United Kingdom, the authorities paid the full cost of tuition
fees, irrespective of student or parental income, until 1997. Since then students have paid for a
part of their tuition to an amount determined with respect to their own resources and those of
their families. In 1999/2000, loans are entirely replacing grants.

- WHEN FIRST SET UP:

Both countries possessed radically different arrangements: in the Netherlands, grants and
interest-free loans were awarded to students without much money. Family and tax allowances
were also available for the parents of students. In the United Kingdom, there were grants for
students of modest means.

B.4.1. Basic principles when systems were first set up

Principle of equal access

Equal access was one of the basic principles of financial support arrangements. In the Netherlands,
the aim was to ensure that higher education was accessible to all social groups. There was
traditionally broadly-based non-competitive access to higher education in the country, but the
government imposed an increasing number of numerus clausus restrictions. In the United Kingdom,
efforts were channelled not only into overcoming economic barriers, but also those linked to sex.
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Relation between the responsibility of the State and personal contributions

The State or the relevant authorities financed virtually the entire cost of higher education. Tuition fees
in the Netherlands were not very high and, in the United Kingdom, were entirely paid for on behalf of
most students by the relevant authorities. As to support for the student cost of living, it was borne
partly by the public sector and partly by personal contributions, essentially on the part of the families of
students.

Family responsibility or the financial independence of students

The responsibility of parents in providing for the needs of their student children was, at the time, a
basic principle in the Netherlands and the United Kingdom. The original system in the United Kingdom
established a balance between expenditure borne by the State and by the families of students. Family
contributions to student living costs only had to be paid by families that could afford to do so.

Compensatory or egalitarian principles

When arrangements for support were first introduced in the two countries, the compensatory principle
appeared to prevail over the egalitarian one. Support for students was directed mainly at young people
from families of limited means. However, in the Netherlands, opportunities existed for assistance to be
extended to families no longer on the basis of their resources but their expenditure. The amounts of
this support depended on the proportion of costs for which families assumed responsibility.

Student commitment to sound academic performance

In the Netherlands, the organisational model for courses encouraged long periods of study. However,
to obtain support, students had to demonstrate that they had the necessary ability to complete their
courses satisfactorily. The obligation to make satisfactory academic progress was much stronger in
the United Kingdom. Students had to successfully complete each year of their course in order to retain
their entitlement to grants and the payment of their tuition fees by the relevant authorities.

Aims at the outset

In both countries, the basic aims were to give concrete expression to the principle of equal access,
and to make higher education institutions more accessible to all students capable of benefiting,
irrespective of their family income.

B.4.2. Ways in which aims and principles have changed

Principle of equal access

There has been unwavering respect for the principle of equal access throughout the whole period in
both countries. It is probably the only aspect that has remained stable, all the others having been
modified.

Relation between the responsibility of the State and personal contributions

The relationship between the responsibility of the State and personal contributions has changed
in both countries. In principle, the 1986 reform in the Netherlands was not intended to be instrumental
in this respect. It was expected that the overall amount of public expenditure would not be affected by
changes in the components of support. It was a question of a transfer from a social assistance budget
(that of family allowances) to the budget for student financial support. It was above all at the end of the
1980s and in the 1990s that the different measures tended towards an increase in personal
contributions. They included the raising of tqi:tic%kr:i iees, the reduction in" the proportion of support
awarded as basic grants (a measure offset by increasing the amounts of loans and supplementary
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grants), an increase in interest rates, and the conversion of a share of basic grants into a transport
ticket to replace additional reimbursement of expenditure on transport.

It was the 1990 reform that, in the United Kingdom, altered the relation between the responsibility of
the State and personal contributions. Its purpose was to reduce student dependence on state support,
and to increase the contribution of students to the cost of education. According to the government,
graduates obtained greater individual benefit from public investment in higher education than did the
community as a whole, so it was logical that they should contribute more to expenditure on it.

Family responsibility or the financial independence of students

In the Netherlands, the major reform of 1986 was the result of the shift from the principle of family
responsibility to that of student financial independence. Public debate on the latter in the 1970s
led to reform proposals. In the 1970s, young people became more emancipated and called for greater
autonomy. Assistance to families had only a moderate impact on the direct needs of students who
complained openly about the support system. New proposals for a grant available to all and the
abolition of family support failed to materialise. In the 1980s, a proposal based on the idea of student
financial independence was again put before the government, pending introduction of the structural
reform of higher education in 1983. At last, in 1986, the law on financial support embodied these
proposals by abolishing family assistance and providing for a grant to all students. In this context, the
balance between the compensatory and egalitarian principles was also altered. Until the law, the
former principle had prevailed, whereas the introduction of a grant for all gave concrete expression to
the latter. However, the compensatory principle was not completely abandoned, as supplementary
parental means-tested grants were established. From 1986 onwards, the system was regularly
amended, with these supplementary grants constantly revalued, thus reinforcing the compensatory
principle. But loans linked initially to parental income were now awarded independently of it to reflect,
instead, the egalitarian principle.

In the United Kingdom, the transition from the principle of family responsibility to that of the financial
independence of students also underpinned the major reform of 1990. The aim of this initiative was
to make students less dependent on their families. The various measures introduced in subsequent
years were also to alter the balance between the compensatory principle and the egalitarian
principle. The introduction of loans for all, and the gradual replacement of parental means-tested
student grants by loans, helped to strengthen the egalitarian principle. However, the compensatory
principle was not completely abandoned. For although the part-payment of tuition fees by students has
been introduced since 1998, the amount they pay is calculated on the basis of family income.

Student commitment to sound academic performance

Students in the United Kingdom have always had a very strong obligation to make satisfactory
academic progress, and in this respect nothing has changed. By contrast, the Netherlands
implemented a series of measures which have constantly intensified this obligation. Back in 1981, in
the proposed amendments leading to the 1986 reform, the academic council recommended that
student financial independence and attainment criteria should be linked. The 1986 law simply limited
the period of support to six years. In 1992, this period was reduced to five years for the grant share. In
1993, the award of grants became dependent on satisfactory student progress and, if this was not
achieved, the grants were converted into interest-bearing loans. It has to be said that some students
used their grants for purposes other than study. In 1995, the attainment criteria became stricter still.
And in 1996, a further measure introduced conditional loans that were converted into grants if these
criteria were satisfied, while support in the form of grants was limited to the notional length of courses
which, in most cases, was four years.
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B.4.3. Factors underlying change

Economic crises and budgetary restrictions

Economic recessions had a considerable influence on developments in the Netherlands before 1986,
because the reform of that year first mooted in the 1970s was constantly postponed as a result of the
former. The reform was adopted against the background of efforts to stabilise the economy, without
however affecting the overall budget for support. All subsequent measures were motivated wholly or
partly by the perceived need for budgetary restrictions. The latter were due to the unexpected
administrative costs of the system established by the reform and, contrary to the forecasts, a growth in
the student population.

The 1990 reform in the United Kingdom belonged to a general context of economic recession and
determination to reduce the share of the national income devoted to public expenditure. Yet the reform
did not seek to make savings in the support system, and the overall amounts earmarked rose
constantly from 1991. The aim was, rather, to offer more support to more students in a period of
budgetary austerity.

Growth of the student population

The growth of the student population had a determining influence in the development of both systems.
In the Netherlands, when the 1986 law was implemented, the government expected a drop in
enrolment on the basis of the demographic projections. Yet in subsequent years, on the contrary,
student numbers climbed. As a result, the financial support budget was completely destabilised, which
in turn gave rise to all the restrictive measures that followed the 1986 reform. This unexpected growth
in the student population was partly attributable to the emancipation of women who entered higher
education in ever greater numbers, as well as to a change in training curricula which shortened the
normal length of courses following the structural reforms in education and, no doubt also, to the reform
of financial support itself which became very attractive. In recent years, however, this growth in
enrolment in the Netherlands has tended to level out.

In the United Kingdom, increased enrolments have always been a deliberate aim. In the late 1980s
and early 1990s, the government exerted financial pressure on higher education institutions so that
they increased the number of places available. This desire to boost the student population
corresponded to the determination of the government to improve the international competitiveness of
the United Kingdom in this respect. It realised, indeed, that the quality and quantity of its educational
provision was lagging behind those of other nations, with an adverse effect on its economic
performance. This also explained why arrangements for financial assistance essentially comprising
grants could not serve to accommodate a major increase in the number of recipients of support in a
period of budgetary austerity.

Political movements

The 1990s corresponded to a change in policy in the Netherlands when personal responsibility and
privatisation replaced the concepts of solidarity and the Welfare State. In the United Kingdom, the
credo of the 1979-97 Conservative government was to increase the quality of public services, in
general through pressure from consumers. At the level of higher education, this meant enhancing the
position of students as clients/consumers at institutions which, for their part, had to make themselves
as attractive and effective as possible in welcoming them. The Labour government that came to power
in 1997 did not change matters in this respect. It continued to promote the financial responsibility and
independence of students, as well as the personal contribution to education, through the part-payment
by some students of tuition fees from 1998/99.
|87
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Student emancipation

In both countries, changes in student behaviour unquestionably played a part in the development of
their financial support systems. In the Netherlands, the emancipation of young people was behind calls
for greater student autonomy. Student organisations were to the forefront in the political debate and
brought pressure to bear on the government.

In the United Kingdom, the behaviour of young people also changed, and it was primarily increases in
the budgets required for their subsistence that prompted change. These increases, together with grant
amounts that were not adapted to the cost of living, led to a big increase in parental contributions. The
intention behind the 1990 reform was to address this problem by substantially raising the student
contribution.

Malfunctioning of support systems

In the Netherlands, students persistently sought to maximise their entitlement to support, in particular
by invoking exceptional circumstances to prolong their entitlement, by using support for purposes
unrelated to study, and by using also their preferential transport entitlement for journeys unrelated to
their study activity. This student conduct also had a part to play in the gradual cutting back of support,
in the introduction of requirements related to student academic progress, and in the greater emphasis
attached to individual responsibility through the personal payment of loan interest.

. Reorganisation of courses

Changes in the organisation of courses affected the development of the Netherlands support system
on two occasions. The 1983 sub-division of the curriculum into two separate stages, with the
possibility of obtaining a qualification after four years, encouraged a new group of young people to
undertake higher education, at the same time as the government expected a fall in student enrolment.
Later, at the start of the 1990s, the financing of institutions on the basis of their track record, which
required that they should review their study programmes so as to encourage successful student
academic performance, enabled the introduction of grants dependent on student attainment.

Aftractive courses (unemployment, graduate salaries)

In the United Kingdom, higher education was perceived as worthwhile in so far as graduates secured
higher earnings in the labour market. This realisation partly lay behind the 1990 reform. The gradual
decrease in grant amounts throughout the 1980s did not prevent the growth of the student population.
The government took this as an indication that students fully appreciated the gain that higher
education represented to them, and were thus willing to make an increased personal investment in it.

C. CONCLUSIONS

All the analyses carried out in this chapter have attempted to relate changes in the various systems of
financial support during the last 30 years to factors that have contributed to them. They demonstrate
that the trends that have emerged have depended on the system as a whole — its components, its
principles and its aims. In other words, the components of a system of support are above all derived
from the basic principles characterising a country’s social policy. Its entire development is very closely
conditioned by it. Unsettling influences arising in the political and socio-economic context naturally
constitute potential forces for change but the scale of their impact is determined by the entire system.

More specifically, significant changes in a system of support — such as the disappearance or
emergence of a particular component — will not occur without a major change also in the thrust of its
underlying principles. As a result, unless there is a radical shift in several basic principles of the kind
that occurred in the Netherlands and the United Kingdom, changes have generally been circumscribed
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by the existing components. Consequently, the basic principles and components of the system of
support as first established have a restrictive effect that limits the margin for manoeuvre on the part of
politicians. It is within this restrictive framework that factors potentially instrumental in change will or
will not exert an influence, whether they are structural or the result of particular events, external to the
system or intrinsically determined by it.

Figure 11.2.7 summarises the detailed country-by-country analysis of the present chapter. It seeks to
combine the main factors perceived to be causes of change and the basic principles that have altered
in the course of the period under consideration.

In order to simplify study of Figure [.2.7 and provide an overview of the different situations, only
factors that have played a major part in the development of systems have been included. Minor
influences within countries are not shown.

Of all the basic principles, equal access is the only one to be maintained in all countries throughout the
entire period covered by the study. Everywhere, it has reflected the determination to abolish all
barriers to access to higher education, other than intellectual ability. Depending on the countries or
period in question, it may be applied to a greater or lesser extent, not always measurable. Several
countries, in which the principle is expressedlin terms of securing greater social mobility with more
socially balanced student enrolment in higher education, have conducted national evaluations. As will
be discussed further in section D of Part i, chapter 3 devoted to recent debate on the issue of student
support, they show how difficult it is to achieve this aim, given the extent to which social background is
such a conspicuous feature of enrolment.

By contrast, the obligation on students to demonstrate satisfactory academic performance has in some
countries become stronger. The factors responsible for this have varied from one country to the next. It
has been a matter of reducing the length of courses in countries in which students have often taken
longer than normal to complete them, in particular because they have undertaken paid work. In ltaly
and Austria, the economic crisis and the need to reduce public expenditure have at least partly
justified this kind of measure.

It is also clear from the analysis that the principle of financial independence, as opposed to the
responsibility of families for their dependent children, is a central issue both in the establishment and
the subsequent stability of a support system. It is the sole determinant of both the number of
components of support and the group targeted by it. In practice, the principle of family responsibility is
reflected, first, in the means testing of family income in the award of support and, generally speaking,
in the existence of assistance to families themselves. Abolition of one or both components is indicative
of recognition that, to some extent at least, young people are financially independent. Conversely, both
components coexist where the principle of family responsibility is firmly entrenched. Where, on the
other hand, the financial independence of young people is fully acknowledged, both are abolished.

However a country stands in relation to this principle, all support systems contain an element of public
financial assistance which, in principle, is available to all. Where families are expected to provide for
their student children, this is reflected in support to the former that is not means tested. Only grant
and/or loans support is to be regarded as an expression of the compensatory principle. By contrast, in
systems in which financial independence is clear cut, with no assistance to families, and the abolition
of parental means testing for the award of grants and/or loans, the universal dimension of support is
evident in the availability of grants and/or loans for virtually all students. However, this aspect is limited
when the principle of financial independence of young people is subject to qualification and when
some or all support to students is means tested. Thus, adopting this principle, rather than that of family
responsibility, is a major change of emphasis with an unquestionable impact on both the way in which
the support system is structured and the particular group targeted.

The principle of family responsibility for dependent children in higher education has remained fairly
stable in the majority of countries in which it was present at the start of the period under consideration.
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Although the emancipation of young people is an issue with an increasingly high profile in public
debate in these countries, it has not hitherto had the effect of altering this principle.

During the period analysed, the move towards student financial independence, in which total abolition
of assistance to families has been replaced by grants and/or loans that are not parental means tested,
has only occurred in the Netherlands and the United Kingdom. In the former, this shift was the
outcome of a long period of public debate. The most prominent factor underlying this major change
was the emancipation of young people, for which there had long been considerable pressure but
w‘hlch was prevented by the need to limit public expenditure. Furthermore, the aim of this reform was
to move closer to an egalitarian approach, while retaining a considerable element of state
responsibility. Subsequent measures were regularly introduced to lessen the impact of unforeseen
developments (growth of the student population and the cost of administering support) which disrupted
the operation of the system. In the Netherlands, therefore, the egalitarian principle grew steadily
weaker, along with state responsibility, while the compensatory principle grew correspondingly
stronger.

The 1990 reform in the United Kingdom, which introduced loans and ultimately led to the phasing out
of any parental contribution to student maintenance, was motivated by the political will to increase
enrolment and, thus, the number of beneficiaries of support. The grants system could go no further
because it had overburdened the parental contribution. It was therefore replaced by loans that had the
twofold advantage of freeing parents from their financial responsibility for student children, and
enabling the State to distribute support to a greater number of students. The more recent introduction
of the part-payment of tuition fees by students, rather than the State, follows the same logic. It should
be emphasised that in both these countries, the financial independence of young people was not total,
because part of the support awarded was parental means tested - the supplementary grant in the
Netherlands and tuition fees in the United Kingdom. Retaining this condition for the award of some of
its support enabled the Netherlands to strengthen respect for the compensatory principle at a time
when the amounts of the basic grant for all students fell and tuition fees were increased.

In Ireland, family assistance in the form of tax allowances was abolished. This decision was the result
not of a change in the student independence principle, but of parents making use of the assistance to
such an extent that the amounts involved increased tenfold. The decision to abolish this form of
support was taken mainly with a view to creating a fairer system, since it was indeed well-off families
who gained the most from such tax relief. It was paralleled by the decision regarding free access to
undergraduate courses for all students who did not repeat a year.

In the Nordic countries, the principle of financial independence - present to some extent at the outset
depending on their individual circumstances — was strengthened by total abolition of dependence on
parental income in the award of support. In the process, the countries moved closer to the egalitarian
principle. The main reasons for this are to be found mainly in attempts to reduce either the debt
burden among young people, or the very widespread reliance on paid work, depending on the country
concerned. Both problems lay behind the political will to offer support to all, and this led to total
financial independence for its recipients.

Concern for the principle of personal contributions grew stronger at some stage in the majority of
countries. Depending on the system concerned, this was essentially clear from two key measures,
namely an increase in tuition fees and/or an increase in loan interest paid by students. However,
smaller amounts of support and numbers of recipients should also be seen as a way of raising the
personal contribution. Generally this trend is triggered off by difficult economic circumstances and/or
problems of public debt. In four countries (Belgium, Germany, the Netherlands and Iceland), the
massive growth in student enrolment was also determinant in raising the personal contribution. In
Germany, graduate unemployment has represented an additional factor underlying an increase in this
contribution and, in particular, the fall in the amounts of support.
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In the Nordic countries (except Iceland), an initial move towards a bigger personal contribution was
steadily offset by the State assuming greater responsibility to counter the problems of debt and
students taking longer than normal to complete their courses. In these countries, and especially
Denmark and Finland, the desire to boost enrolment in higher education — at a time when socio-
economic circumstances made study a less attractive proposition — led to an increase in the state
commitment, in order to encourage young people to further their education with the help of relatively
big grants.

It is also interesting to note that economic recessions have not disrupted the principle of free access to
higher education in countries in which it has long existed. From this angle, the principle of state
responsibility is very strong except in some Lander in Germany. By contrast, in countries that drew the
personal contribution from tuition fees, economic problems led to their being increased. The
phenomenon has been particularly marked in Italy and in Portugal. Increasing the share from personal
contributions has been achieved by linking the amounts of fees to family income in Italy, and raising
the amounts of grants to cover these fees in Portugal. In both countries, the introduction of tuition fees
has reflected the desire to increase the supply of student places in a period of budgetary austerity. In
Italy, this aim has been associated with the desire, also, to boost student social mobility. If certain
classes of society are not to be prevented from studying, those who are poorest should be helped
more, while those who have sufficient means should contribute more. Reducing support in the form of
services for all, in order to offer greater assistance to students who have least money is part of the
same logic. The compensatory principle is even more marked in ltaly, since support incorporated in
family allowances has been abolished for dependent students over 18, while the amounts of tax
allowances on tuition fees have been progressively lowered. In other words, the egalitarian principle
embodied in virtually free higher education and services for all has increasingly lost ground to the
compensatory principle.

To sum up, Figure 11.2.7 shows how a single factor may affect different principles and, conversely, a
single principle may be influenced by various factors. Furthermore, the principles themselves may
influence each other. It is clear that we are indeed confronted here with ‘systems’ of financial support
in which all elements are closely interrelated. Faced with common problems, political authorities have
been obliged to react differently by taking into account all variables comprising their own particular
system. A reform focused on a single element in a given system can only be understood by
considering the system as a whole.

The same applies to present recurrent debate in the various national contexts, which varies in
accordance with the realities at issue. Considered individually, the views expressed may appear
contradictory or, on the contrary, seem similar. As the following chapter will make clear, analysis of the
issues today facing politicians, not to mention comparison of the proposals for reform that emerge
from political debate, cannot afford to ignore the interaction that occurs between the components of
systems. For if it does, there is every likelihood that perception of any reform in a given country will be
incomplete, and that failure to grasp the system and reforms of that country may lead to fruitiess
efforts to improve the effectiveness of financial support to students.
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CHAPTER 3
RECENT DEBATE AND CURRENT PROSPECTS

The aim of this chapter is to offer a broad overview of issues related to student financial support, which
have been the subject of debate over the last ten years. The decision to focus the analysis mainly on
the 1990s reflects a wish to address the most topical concerns, even though ongoing debate in some
countries may already have occurred in others. The questions selected for discussion deal, first of all,
with the part played by tuition fees in financing higher education, along with the role of grants and/or
loans in arrangements for student financial support. As will be clear, these discussions consider mainly
the question of personal contributions’. The balance between support to students and assistance to
families is also at the heart of political debate. In this context, the principle of the dependence of
students on their families is often at issue.

Finally, a central prominent feature of evaluation in the various national contexts with a view to
assessing the results of policies for financial support, is the question of their effectiveness in reducing
inequalities in access to higher education.

A. TUITION FEES

Tuition fees are not a feature common to all European higher education systems (see Part |,
chapter 1). In the Nordic countries, most of the Lander in Germany, Greece, Luxembourg and Austria,
higher education is free. In the remaining countries, tuition fees have always contributed to the
financing of higher education. Nevertheless, they have never been the main contribution to this
expenditure. In the majority of the countries concerned, the percentage of the real cost covered by
tuition fees has remained very low for several decades.

Overall, the current situation is identical to the one conceived during establishment of the major
structures for funding higher education and/or contemporary systems of student financial support.
During this period, tuition fees were seen as a barrier to democratisation, given the need to step up the
involvement of young people in higher education. Certain countries decided to offer free education to
all those with the intellectual ability to study. And although in others, fees were maintained, their
purpose was usually to cover not the real cost of education but simply ancillary expenditure related to
the award of qualifications, registration, insurance and so forth.

In the last decade, debate on tuition fees has occurred with increasing frequency in the countries of
the European Union and the EFTA/EEA. It has accompanied reforms of the system of financial
support and/or funding of higher education. At this stage, however, very few countries have altered
their approach regarding tuition fees.

' Increases in the personal contribution of those who embark on higher education are also at the centre of proposals regarding
the introduction of a specific tax for graduates. Although familiar to experts in the economics of education, this question does not
appear to be under discussion in the ongoing politics of European Union and EFTA/EEA countries. Nevertheless, the main
outlines may be summarised here. The benefit to the State of tuition fees or a graduate tax is the provision of immediate
revenue. State loans presuppose that sums at least as large as those awarded in grants should be advanced by the State to be
repaid much later. However, an exclusively graduate tax means that former students pay for the places to be occupied by newly
enrolled students, which is likely to be less readily accepted than paying directly for something received personally in return.
Furthermore, it is hard to gauge the extent to which a graduate tax is distinct from an increase in general taxation, in 0 far as
graduates are also those who are most likely to earn high salaries and pay higher taxes. In this respect, their contribution is

more akin to a collective contribution than a personal one.
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A.1. ARGUMENTS PUT FORWARD IN DEBATE

Considerable controversy surrounds reform proposals that would alter arrangements as they are.
Generally speaking, the arguments are the same as those which led, at the outset, either to the
abolition of tuition fees or their retention at negligible levels. They are based on the aim of ensuring
free access to higher education and abolishing any kinds of financial barrier to equal access. Today,
those in favour of tuition fees say that, as long as they are put to good use, they may be more effective
in fighting inequality than if they are scrapped or kept at insignificant levels.

More specifically, four main kinds of argument have emerged regarding the question of tuition fees.

From the financial standpoint, supporters of tumon fees claim that they are crucial to the fmancmg of
higher education at a time of ‘massification’ of education and reduced public expenditure. In other
words, involvement of students or their families in the financing of education is seen as the only way of
ensuring its provision on an adequate scale not solely dependent on public funding. Among other
arguments in favour of tuition fees are that higher education is not just a collective investment but also
a private one, and that individuals gain more from their own investment than society. Supporters of
tuition fees consider that, in so far as higher education is not compulsory, involvement in it derives
from a personal decision for which the individual should pay.

Those in favour of free higher education disagree. They emphasise, on the contrary, that higher
education has to be considered a priority for national public expenditure because of the skilled human
resources it offers society. This results in numerous advantages for all professional and other social
sectors, and thus justifies pooling all the costs entailed. Institutions should receive greater public
funding, and the introduction of tuition fees is inconsistent with the fact that investment in higher
education is, above all, a social investment.

From the political angle, in line with the principles of privatisation and individual responsibility, the
introduction of high tuition fees makes consumers of students or their families, in a market situation. In
other words, in this political and financial context, higher education institutions relying on tuition fees,
enter into competition with each other, and attempt to offer students quality services. Finally, in so far
as the investment is of greater benefit to the individual, free higher education means that all taxpayers
are helping to fund a service from which only some of them directly benefit, which is judged
inappropriate.

Those who argue for free higher education emphasise that the results obtained from charging tuition
fees, such as better quality education where institutions are in competition, may be achieved by other
means (for example, a voucher system). They also claim that consumer power granted to students,
and the competition between higher education institutions which results from it, may be undesirable in
so far as they undermine cooperation and the exchange of ideas. Furthermore, bearing in mind that
the community as a whole benefits from investment in higher education, they regard it as only right
that all taxpayers should contribute to this investment in accordance with their means.

From the social point of view, supporters of tuition fees claim that systems in which higher education
is free may be regarded as unfair, since they run counter to the logic of a policy of redistribution. This
argument is based-on the fact that the most disadvantaged social categories contribute substantlally to
mvestment in the cost of education, whose benefits are reserved primarily for students from privileged
social groups. But those in favour of free higher education support the claim that fees act as a barrier
or a filter to involvement of students from disadvantaged groups but not others. To which their
opponents reply that the introduction of fees usually goes hand in hand with public support
safeguards, such as exemption from payment, reduced fees or grants, to ensuré that students with
very little money are not trapped by fees.
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RECENT DEBATE AND CURRENT PROSPECTS

From an educational standpoint, supporters of tuition fees highlight two kinds of advantage. First, fees
ensure that the decision to enter higher education is taken seriously, since they are a new element with
which students have to contend in a way not applicable to earlier stages of their education. Secondly,
they maximise the likelihood of successful academic performance, as the individual investment
motivates students to achieve better results each year. The introduction of fees, especially when they
are linked to academic success or failure, should normally tend to reduce considerably the number of
years needed to get a degree. On the whole, therefore, only those who really have faith in their
intellectual ability will opt for higher education if fees are a major element in the decision.

In reply, opponents of fees emphasise the extent to which academic attainment is at least partly
dependent on socio-economic background and the living conditions of students. Those from poor
backgrounds probably need more time to get a degree and are generally more vulnerable to failure
than others. If fees are linkéd to academic attainment or progress in study, students from such
backgrounds are at a disadvantage.

FIGURE 11.3.1: TABLE SUMMARISING THE DEBATE

ON TUITION FEES
ARGUMENTS FOR TUITION FEES ARGUMENTS FOR FREE HIGHER EDUCATION

FINANCIAL Tuition fees are an essential element in financing
MOTIVES higher education at a time of ‘massification’ of

education and reduced public expenditure.
PuBLIC OR Higher education is a personal as well as a|introduction of fees overlooks the fact that
PRIVATE collective investment in which individuals benefit | investment in higher education is above all a
INVESTMENT more than society. If higher education is free, all | social investment.

taxpayers have to pay for provision from which

only some benefit directly. Higher education is a national priority.
MEANS OF Students or their families become consumers in a | Results such as better quality education, or
EXERTING market situation. competitive institutions, may well be achieved by
PRESSURE ON other means.
INSTITUTIONS Higher education institutions that depend on

tuition fees enter into competition with each other,

and strive to offer students quality service.
FAIRNESS OF THE | Taxpayers in the poorest social groups contribute | Fees act as a barrier, or filter, obstructing only
SYSTEM to investment whose main gains are personal, yet | students from poor social groups and not others.

the proportion of students from disadvantaged

groups is small.
STUDENT Tuition fees maximise the likelihood of attainment | Student motivation can be secured by other
MOTIVATION TO DO | because the individual investment motivates | means.
WELL students to achieve better results each year.
SELECTION OF Only those who are really confident of their | If fees are associated with academic attainment,
THE ABLEST intellectual ability will opt for higher education if | students from poor social backgrounds are at a
STUDENTS tuition fees are a major element in the decision. disadvantage.

Source: Eurydice.

However sound, the arguments put forward for introducing or increasing tuition fees are still contrary to
those that prevailed when most contemporary systems were established. Debate also reveals that
tuition fees have never been considered a simple contribution to the financing of higher education.
Indeed, it has to be remembered that, in most European countries, public policies regarding tuition
fees have been developed in association with student financial support intended to boost enrolment. If
fees are introduced or their amounts increased, the other aspects of the financial support system have
to be re-examined as a result.
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A.2. DISCUSSION

The arguments put forward in favour of tuition fees or, on the contrary, free higher education show
that, in the course of debate, central issues get lost in various marginal considerations. The central
issues are those to which the question of tuition fees inevitably gives rise, namely the scale of
personal contributions in financing higher education, and the relation between tuition fees and equal
access. The marginal issues are the supposed benefits of fees, which may be secured by other
means, including more effective education as a result of competition between institutions, student
motivation to do well and selection. These arguments are only relevant to debate when the two central
issues have been satisfactorily resolved.

A.2.1. The scale of personal contributions to higher education

This question stems from the budgetary concerns of governments. Faced with the ‘massification’ of
higher education, and limits to public expenditure, it is a legitimate one.

It may be discussed in terms of the relation between investment and gain for either the individual or
society1. Generally speaking, there is collective benefit. One only has to consider the political
determination in nearly all countries to raise or maintain participation rates in higher education, to see
that this is so. The importance of ensuring that as many young people as possible obtain higher
education qualifications in modern society now goes without saying. The personal gain is doubtless
more variable. It varies in accordance with national circumstances, in depending on factors such as
unemployment which may, or may not, affect greater numbers of unqualified young people, or
incomes which may or may not be substantially higher for graduates. In some countries, there is a
tendency to conclude that the individual gain is greater than the benefit to society. As the truth of this
assertion is difficult to assess one way or the other, the force of reason in justifying tuition fees is a
very relative one. Neither is it by any means certain that the personal benefit nowadays is greater than
in the period when free higher education seemed taken for granted.

The justification of tuition fees based on the relation between individual and collective gain appears
highly theoretical. What counts most for governments is to establish, first, how far the population as a
whole is prepared to invest in order to study in higher education. Some would claim that the level of
collective investment accepted by the general public depends on the number of students. As long as
they form a minority, the population may regard them as an essential élite of benefit to the nation as a
wholé. However, once the student population grows significantly (and, above all, becomes a majority
among the general population), taxpayers who are not graduates start to question the fairness of the
system of public funding. Their doubts about it will grow, the more the individual benefit is substantial
in terms of salaries and employment. From that point on, the option of ensuring that the beneficiaries
of higher education pay for their privilege may be increasingly hard to dismiss. As to the level of
individual investment, it will undoubtedly depend on the personal benefit gained from a higher
education qualification in terms of upward social mobility, as well as salary and ease of employment.

Next, politicians have to consider the extent to which tuition fees may undermine one of the basic
principles of European society, namely equal access to higher education. The impact on equal access
of an increase in the personal contribution is a major question which now requires more detailed
consideration.

"1t should be noted that this question concerns not only tuition fees, but also student living costs: the more it is considered that
students are the only ones to gain from their activity, the more they will be expected to assume the entire cost of it.
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A.2.2. Relation between tuition fees and equal access

In general, it is considered that tuition fees constitute a barrier to the enrolment of some young people.

This barrier is, first of all, financial, affecting young people whose families are relatively poor.
Arrangements for support which take account of this should help it to be dismantied. From this angle,
adoption of a system in which fees are proportional to family income would seem to many to be fairer.
Indeed, in systems in which the poorest are exempt from fees, it is likely that families from social
groups of average means, whose income band is slightly too high to benefit from exemption, may
experience difficulty in paying the amounts charged. If so, the problem is just transferred to another
sector of the population.

It should be recalled that any mechanism for assistance in paying tuition fees (where they are
charged) is based on the criterion of family income, and may thus run into the difficulty of correctly
defining the social group that needs support. In such cases, the criteria for determining the award of
such assistance are often those used in the award of grants, and they may thus pose the same kinds
of problem. On the one hand, tax declarations relate in most cases to financial circumstances of one
or two years earlier, which may have changed and, on the other, tax fraud may conceal resources,
and lead to support for those who don’'t need it. Raising tuition fees aggravates both kinds of
irregularity, which are already at work in most grants systems based on means testing. Curiously
enough, this criticism often heard with regard to grants (see section B) is not much used by those who
oppose tuition fees.

Be that as it may, caution is required in justifying tuition fees on the grounds that there are
mechanisms for redistributing the money raised by them into support for the least well-off students.
For, while the amounts saved in fees may indeed serve to assist students financially, possible
irregularities arising from the use of tax declarations should be borne in mind.

The barrier may also be of a psychological nature. The extent to which ‘social reproduction’, or the
self-perpetuation of social strata, is at work in higher education enrolment has been demonstrated. If
parents are themselves graduates, it is more likely that their children will enter higher education. In
‘graduate’ families, this is considered normal. Only financial difficulties may prevent it. In families
where the parents are not graduates, enrolment in higher education is a novelty, or even a ‘cultural
revolution’. If access is free, studying becomes a universal right, and may thus occur more easily,
irrespective of social background. By contrast, the obligation to pay a significant amount, or to take
steps to obtain support, may meet with family resistance.

In the 1960s, the abolition of fees, or their retention at an insignificant level, was widely regarded in
Europe as a basic feature of equality of opportunity in higher education. Young people from all social
classes had to be shown that they could undertake higher education, which was not the preserve of a
‘social élite’. Indeed, this kind of measure gave rise to marked increases in student enrolment in many
European countries®. Today, in countries in which participation rates have risen extensively, it is taken
for granted that access to higher education is no longer socially restrictive. This explains, perhaps,
why some governments have been in a better position to increase fees paid by students with,
naturally, mechanisms for means-tested payments. In so far as there is current awareness across all
social classes that higher education is not the privilege of a minority, it is likely that tuition fees will no
longer be a psychological barrier to the democratisation of higher education. It is clear that assessing
this barrier is a delicate matter. Only the development in the next few years of systems that have
substantially raised tuition fees will reveal if the measure is having an impact on participation rates,

2 The same reasoning has recently led to the abolition of tuition fees for most students in Ireland, with the aim of removing
financial and psychological barriers to entry into higher education. .
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and the social balance of enrolment. Naturally, it is also possible to free students from dependence on
their families by offering them loans to pay their tuition fees. But the psychological barrier clearly
remains, since it is merely shifted from families to students themselves. Students have to decide
individually whether they can make this investment, well aware that their families may not agree with
them borrowing money. Furthermore, settling the issue of support for the payment of fees through the
introduction of loans means reconsidering the characteristics of this kind of financial support and the
difficulties to which it may give rise (discussed in section B of this chapter).

Finally, when the amounts of tuition fees and the corresponding public support are linked to study
attainment, other obstacles appear. When students decide to embark on courses, they have also to
consider their capacity to do well academically, which may dissuade those who, for no objective
reason, have a tendency towards self- -depreciation or who fear they lack ability, irrespective of their
real merit. Furthermore, even if the motivation to succeed may be stimulated by this option; the
question arises as to whether it is fair to support onIy those who perform welI while those who need
more time to achieve similar results have to pay.

B. GRANTS OR LOANS — GRANTS AND LOANS

The systems of cash support to students are varied and based on different mechanisms for achieving
their goal. However, as described in Part |, chapter 2, all financial support systems include either
grants or loans, or a combination of both.

In countries whose systems were initially based on grants, loans are under discussion, and regularly
presented in debate as capable of improving systems. Recent years have witnessed a growing
tendency to introduce loans. Proposed arrangements include loans just for disadvantaged students
unable to get a grant, or loans for all. Aims are also different. Among them are an increase in the
number of recipients without increasing public expenditure, encouraging student financial
independence, or encouraging would-be students to think more seriously about whether and what they
want to study, while motivating them to complete courses as fast as possible to minimise their
repayment obligations. Out of all these countries (Belgium, Greece, Spain, France, Ireland, ltaly,
Austria, Portugal and the United Kingdom), only the United Kingdom has really altered its system. In
the other countries, the debate is getting bogged down and, where loans have been offered, they have
never replaced grants or become an important feature of the system.

In countries where support systems entail combined grants and loans, or just loans, debate has
focused on two questions: first, the extent of the state subsidy and, secondly, the implications of loans
both for students (repayment) and the State (loan interest subsidies and administrative costs). The
outcome has been that these countries have gradually altered the proportions of support awarded in
grants and loans, as well as the share of interest payments subsidised by the State (see Part Il
Chapters 1 and 2). Finally, in all countries where loans are a substantial part of the system, they are
re-examined when the level of repayments becomes such that students cannot honour them.

All relevant arguments have been deeply effected by the system in which they occur, or which they
seek to crmcsse and it is sometimes very hard to dissociate them. The following is an attempt to
summarise the main arguments for and agalnst grants and loans.
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B.1. ARGUMENTS AT ISSUE IN DEBATE

Arguments heard in debate in which supporters of grants disagree with those who advocate loans
generally hinge on the same issues. They focus either on the positive or negative impact of grants or
loans with respect to other parts of the system or, alternatively, on questions of principle, sometimes
identical to those posed by tuition fees, such as the relation between collective investment and
individual benefit.

From the financial angle, loans, at least in theory, should represent public expenditure that is
recouped by the State in the long term via student repayments. Even where interest on loans is state-
supported, this expenditure is still less than in the case of grants. Thus, overall, the amount available
for student support is greater. According to some, loans are also the best support mechanism,
combining a certain level of individual financial contribution to higher education, with the possibility of
public subsidy. The level of subsidy may vary, depending on national circumstances or students’ own
financial means.

Supporters of grants claim that, in practice, the administrative costs of loans, including costs that arise
from defaulting on repayment, may in the long term enormously reduce the savings they were meant
to achieve.

From a political standpoint, supporters of grants consider that they are a sign of national
involvement in higher education, a collective investment in skills. Accordingly, a country expects a gain
from this.

Their opponents, in favour of loans, emphasise that higher education is both an individual and
collective investment, a share of which should thus be borne by students. In their view, it is wrong that
society as a whole should pay for a service which, while it is of indirect benefit to all, primarily serves
the interests of a minority.

From the social angle, means-tested grants are, in the view of some, the only mechanism that can
help students from underprivileged socio-economic backgrounds to enter higher education. By
contrast, with loans systems, fear of debt may lead young people from modest backgrounds to reject
entry. Grants are a form of positive discrimination for the latter, adequately offsetting their socio-
economic disadvantage. Proponents of grants also say that loans are pointless if the main aim is to
promote equal access, since they are not devised to offset social inequalities.

Those who dispute this say that mechanisms for evaluating resources (mainly parents’ tax
declarations) are no guarantee that this will occur in practice, and that support will not necessarily
reach the students who really need it.
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From the educational point of view, advocates of grants believe that they can be used to attract
prospective students who, without them, would try to enter the labour market directly. They may
therefore be especially useful in countries seeking to develop a highly skilled workforce. One objection
is that they may also attract students whose academic performance is very weak.

As regards student responsibility, supporters of loans consider the latter are more effective than
grants, since the State can still reward students for doing well by increasing its contribution to loan
interest payments or even cancelling student debt altogether. The same measures can also be used to
achieve other aims, such as promoting certain particular courses. Advocates of grants say that, under
these circumstances, loans no longer fulfil the initial purpose of support, which was to subsidise
access to higher education, satisfying other aims instead, such as reward for academic merit.

With loans, students are encouraged to think more carefully when they enrol, and complete their
courses in a reasonable period, whereas grant-holders may use their support for purposes other than
study. Given their flexibility, loans are also more economic, as individual students can apply for the
amounts they really need. The counter-argument of those in favour of grants is that their award can
include formal provision for repayment if students fail academically or use the money inappropriately.

FIGURE I1.3.2: TABLE SUMMARISING
THE DEBATE ON GRANTS AND LOANS'
R S
ARGUMENTS FOR GRANTS ARGUMENTS FOR LOANS
POSITIVE Grants satisfactorily compensate for socio- Conditions for the award of grants pose
DISCRIMINATION economic disadvantages, whereas loans do not problems. It is not certain that support will reach
AND THE FIGHT help to achieve equal access, since they are not | those who really need it.
AGAINST conceived to make up for inequality. The prospect
INEQUALITY of incurring debt can deter students of modest
means.
PUBLIC/PERSONAL | Grants are a political sign of national commitment | Loans are the political expression of the view that
INVESTMENT to higher education. higher education is primarily a personal
investment. They combine a certain level of
individual responsibility in higher education, with
the possibility of public subsidy. In the case of
grants, all taxpayers contribute to the cost of a
service from which only some benefit directly.
A MEANS OF Grants attract students who would otherwise try
ATTRACTING to gain immediate entry to the labour market.
STUDENTS INTO
HIGHER
EDUCATION
A MEANS OF Loans are more strategically useful than grants,
ATTRACTING because subsidising or cancelling their
STUDENTS INTO repayment can be used to attract students into
CERTAIN COURSES particular courses.
COVERAGE, Loans administration may be very costly. The Loans reduce public expenditure compared to
COSTS initial capital outlay is very high, while defaulting is | grants, while enabling greater numbers of
unpredictable and may entail considerable losses. | students to be supported. Graduate incomes are
normally high enough to enable them to repay
loans.
STUDENT Unsatisfactory academic performance may be Students are encouraged to think more carefully
RESPONSIBILITY penalised by formal provision for grants about their decision to enrol for courses, and
repayment. complete them in a reasonable period. Academic
attainment may be rewarded with formal
pfovision for repayment to be cancelled. With
grants, students may confuse support for study
purposes with social assistance.

Source: Eurydice.
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B.2. DISCUSSION

All countries which primarily award grants have witnessed debate on the possible introduction of
loans. However, the aims and arrangements under consideration vary. In the Flemish Community of
Belgium and Spain, the aim has been to offer loans to students not entitled to grants. In the Flemish
Community of Belgium, a study on loans has led the government to abandon them. The former
demonstrated that, if equal access was a major objective, action had to be directed at poorer families.
Private banks were reluctant to fund educational investment, as the risk of student defaulting on
repayment was considered too great. Public-sector support was therefore required. However, the
proposal for replacing grants with public loans was rejected, particularly as students were likely to turn
to paid work to limit debt. As a result, they would be less likely to do well academically, so that loans
would have the opposite effect to the one intended. Furthermore, administrative costs to the
government arising from possible defaulting on repayment were felt to be excessive. In Spain, debate
has been part of broader consideration of the financing of higher education. In Ireland, the issue is far
from a novel one. Until now, arguments against loans — above all that they are expensive to introduce
and administer, besides deterring students from poor backgrounds and carrying the risk of defaulting
on repayment — have won the day. In Italy, the failure of loans provision via the banks has stemmed
from an ineffective mechanism for guaranteeing repayment.

In Portugal, the aim has been more to encourage student financial independence. However, families in
fear of debt have opposed the government, which is not willing to guarantee loans. In France, the aim
of the loans introduced was to reach a large proportion of students, thereby also encouraging their
financial independence. These were bank loans on which interest payments were subsidised. While
the banks responded to the measure up to a point, students were totally uninterested. The terms for
borrowing, it has to be said, were not very attractive. The experience suggests that students will only
take out interest-bearing loans when they really need them. Furthermore, loans to encourage the
financial independence of students in countries which retain assistance to their families may seem
somewhat inconsistent.

In the United Kingdom, the replacement of grants by loans would appear largely to have had the
results intended, even though some students remain very reluctant to borrow. How is this to be
explained in a country in which the Anderson Report of 40 years ago came out firmly against loans,
whereas elsewhere proposals run into difficulty? Overall, the collective experience of countries that
have attempted to introduce loans suggests that only an overhaul of the entire system can enable
them to be implemented with some success. What distinguishes the United Kingdom from all countries
which mainly award grants is, first, that loans are available to all students irrespective of their family
income and, secondly, that families are not obliged to provide for their children. Furthermore, loans
have been introduced gradually. The first stage entailed ‘freezing’ the amounts of grants at their
nominal value in 1990, while at the same time introducing top-up loans to offset the difference
between the amount received and the amount that would have been awarded if grants had been
indexed. The loan amounts themselves were index-linked in such a way that eventually support would
consist of an amount half-loan, half-grant. The second stage involved accelerating the process and,
the third, planning for the complete and systematic replacement of grants by loans. Under these
circumstances, students have had no alternative but to rely on borrowing. The recent transfer to
students of responsibility for paying part of the tuition fees subject to family means-testing has made
the system even more complex. Some students will have to borrow to pay these fees. The United
Kingdom reforms are still an ongoing process, and so far the number of loan recipients has not
overtaken the number of grant-holders. It is thus very hard to assess the impact of the new system at
this stage.
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One finding from this analysis is that if loans are meant solely for students of modest means — whether
those no longer entitled to grants (because their period of study has been unsuccessful or because
they are above the age limit), or in order to supplement them — there is a significant risk that the
system will not work. For one thing, the banks will not co-operate given the likelihood of defaulting on
repayment, unless the State offers them substantial guarantees. In addition, the extent to which
student repayments will replenish the capital investment required by a public loan fund cannot be
forecast. :

Where all students, regardless of their social background, can contract loans, with no other forms of
financial support available, they will probably be more likely to borrow. Developments in the Nordic
countries with their long tradition in this respect strongly suggest that, as soon as students have other
forms of subsistence, they are likely to avoid borrowing. Among the remaining questions, two merit
brief consideration. First, do all students borrow in the same way, or is social background sometimes
the reason why borrowing is avoided? Secondly, can the State meet the concomitant expenses if most
students take advantage of their entitlement to loans?

In systems based on a combination of grants and loans, or just loans, it is the level of state subsidy
which is controversial. In some Nordic countries, the tendency has been to raise the state contribution
to grants rather than to the payment of loan interest. This has occurred following awareness of the
considerable cost of interest payment subsidies for public expenditure.

In other countries, debate is centred more on the question of personal contributions, which is
considered in exactly the same way as the one discussed above in the context of tuition fees. Those
who favour increased personal contributions emphasise that higher education is essentially an
investment by the individual, and that students must therefore meet their living costs during the period
concerned. The fact that this has been the approach adopted in Iceland for some years has led
graduates there to call for higher salaries to gain real benefit from an investment in which they have had
to assume an increasing share of the costs. This clearly illustrates how the relation between the
individual gain and the collective benefit varies depending on circumstances and the period concerned.

The conditions governing loan repayment are also controversial. Should the amounts repaid be income-
linked, and should there be a maximum number of years for repayment? These questions are important
because if the sums concerned are excessive, students will either avoid loans, or default on repayment,
which will have obvious repercussions for the state budget. Income-linked repayments have the
undeniable advantage of not imposing an intolerable burden of debt on graduates with small incomes.
However, they imply a lengthening of the period for repayment — as much as 40 years in some cases —
which may deter graduates from accepting loans and the State from introducing them at all.
Furthermore, the amount of instalments varies with the income of a graduate at any one time. The terms
of repayments are therefore subject to sudden change and hard to forecast. Income-linked repayments
may also pose a problem where graduates work abroad. In such cases, it will be more difficult to obtain
the necessary information about earnings in order to determine how much should be repaid.

Discussion has also focused on loans as a way of boosting educational efficiency. In Germany, the
level of loan interest subsidies depends on how long students take to complete their courses. Where
this is longer than authorised, interest is charged. In the Netherlands, support takes the form of a loan.
It students complete their courses satisfactorily within the normal period, part of the loan is converted
into a grant. If they take more than six years to do so, they have to repay all the money they have
received. In Iceland, students must have satisfactorily completed the preceding semester in order to
obtain loans. On the other hand, Finland has been opposed to this approach on the grounds that
support should remain a form of genuine financial assistance, and not be used as a reward for sound
academic performance. A measure with this latter emphasis was introduced in Norway and then
abolished because it favoured more effective students. Besides the precise status of financial support,
the debate also raises the question of the impact of support on participation rates. Certainly, in
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countries such as the Netherlands, linking financial assistance to academic performance has led to a
noticeable drop in the numbers of those who receive it. This has been accompanied by a slight
reduction in student enrolments, which is probably due to demographic trends. Accordingly, it is
difficult to draw firm conclusions from this experience.

C. ASSISTANCE TO FAMILIES

Analysis of debate on the subject of student financial support would be incomplete without considering
the question of the balance between support to students and assistance to their parents. Naturally, this
matter only gives rise to discussion in countries in which arrangements for support include an element
of assistance to families in the form of family and/or tax allowances. Countries that have discontinued
such assistance (or never introduced it) have no plans to reverse their decision. Two particular
aspects have emerged in debate. They are, first, defining the precise aim of assistance awarded to
families and, secondly, the inherent contradiction between calls from students for greater autonomy
and financial independence, and support awarded directly to their families.

The difficulty in taking account of assistance to families in the debate on student financial support is
intensified by the fact that the former is part of the broader context of the family allowance budget and
taxation. Several of the issues and criticisms underlying the debate about family assistance merit
further examination.

Controversy centres, first of all, on the complexity\of student financial support that includes assistance
to families. The many different kinds of support do indeed make for a somewhat confusing system. It
should be borne in mind that the diversified forms of support to families discussed in Part I, chapter 3,
include the following: family allowances, tax allowances or exemption for dependent children who are
students, or for payment of their registration fees, tax credits, and tax allowances for contributions to
the subsistence expenses of dependent students. Most countries that provide family assistance
combine several such measures.

In several countries, there are recurrent calls to simplify arrangements. Pressure of this kind was oné
of the reasons for the 1986 reform in the Netherlands which led to the abolition of family assistance.

Another criticism has been directed at tax benefits which are proportional to income. Generally,
student organisations take up this argument in their criticism of the system, to put forward proposals
for support awarded directly to students (in the form of non-means-tested basic allowances). In the
debate on the fairness of tax relief, it is doubtless helpful to-remember that the aim of some 06f this
assistance has been neither to finance the education of students nor their living costs. These have
been among their consequences, but are not their initial political purpose. Thus the tax measures have
been intended to target as accurately as possible the proportion of private income on which individual
citizens may reasonably be taxed in order to fund collective expenditure (see Part |, chapter 3).
Governments nevertheless use these mechanisms to lessen the financial burden to families of
educating their children, with some of them extending this assistance beyond the age of 18, as long as
the dependent person s still studying. Provisions, in some countries, under which tuition fees (and
other real expenditure linked to studies) are tax deductible, are to be viewed more in conjunction with
support to students. The same kinds of allowance are also at the centre of the debate on the fairness
of tax relief. However, in evaluating these tax mechanisms, the use of criteria associated with the
principles governing financial support to students is a far from straightforward matter.

The many different forms of assistance to families also make this debate very complex from an
international angle. The scale and nature of tax relief in family assistance as a whole varies markedly
from one country to another. Furthermore, the same terms are used in different countries to refer
sometimes to different realities. For example, in Germany, the recent change bringing family
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allowances within the scope of the tax regulations does not mean that families too poor to pay taxes
are deprived of any support. They receive in cash what they cannot save through tax concessions. In
Belgium, the change in tax regulations at the start of the 1990s was intended to replace tax
allowances by tax exemption. The latter gave rise to the same tax savings for all, so that polarised
support of the kind examined in Part Il, chapter 1 was abolished. Developments in Italy are also of
interest. Family allowances for dependent children aged over 18 have very recently been abolished,
and opportunities to claim tax allowances have been limited. On the other hand, the amounts of tax
credits have been very substantially raised. This simplification of the system has resulted in both
greater transparency and greater fairness. The upshot is that the response to criticism about the
unfairness of tax allowances is not necessarily the total abolition of family assistance, since fairness
may be sought in changes to one or other form of assistance.

The question of the balance between tax relief and tuition fees is also relevant. In some countries,
increases in fees paid by families may be offset by possible tax allowances. These measures reduce
both national tax revenue and the real level of personal contributions which higher tuition fees are
often meant to increase. In order to decide how much tax relief may be granted, each government has
to size up the effort young people and families are willing to make to invest in higher education. This
question leads crucially back to the debate on the extent to which higher education can be financed by
personal contributions. It is very closely linked to the discussion concerning the scale of personal
contributions required to help support the student cost of living, which was examined in section B.

More generally, provision for assistance to families ~ and, in particular, family allowances — in the
financial support system raises the question of the latter's purpose. Should the aim be to assist
families with respect to their needs (in the same way as grants are meant to assist students), or to
lessen the financial burden on them that student children represent? The answer to this question is
determinant. In the first case, assistance should be more related to income while, in the second, it
must be independent of parental income. The first model of family assistance is operational in some
countries (see Part |, chapter 3). Allowances go to families in amounts inversely proportional to their
income, and are thus increased for the poorest. One result of this arrangement may be that families
encourage their children to study, so that family assistance can be maintained. Indirectly, therefore,
the procedure may well bolster efforts to counter traditional social and psychological barriers generally
faced by young people from disadvantaged backgrounds. By the same token, it may encourage
progress towards respect for the principle of equal access so difficult to achieve in practice, as
section D will make clear.

The second model of support to families, in which support is awarded irrespective of family income, is
more frequent. However, it raises a fresh question linked to the emancipation of young people. Where
very young children are concerned, the award of a flat-rate payment to relieve parents of the financial
burden of educating them may be justified in so far as they are totally dependent on their family. On
the other hand, in the case of students in higher education, who have a legitimate yearning for
financial independence from their parents and, in some countries, take up paid work in order to
achieve it, the appropriateness of such assistance is questionable. In the Nordic countries, the direct
award to students of a single form of support, regardless of parental income, is a sign that they should
be considered financially independent. Is it fitting for other countries to provide the same kind of
assistance to families, and not students themselves? The greater the financial independence of
students, the less these kinds of family assistance appear appropriate.

This debate on student financial independence was mainly behind the abolition of family assistance in
the Netherlands. At present, student organisations in other European countries, such as the Flemish
Community of Belgium, France and Germany are calling for this kind of independence, and proposing
to convert all support currently awarded into a basic social allowance with no element of parental
means testing. In these three countries, the student proposals have not been accepted as, overall,
they are felt to be unrealistic. In this debate, it is important to realise that, even if all support awarded
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in the countries concerned, as grants, loans, family allowances, and tax relief etc., were incorporated
into a single budget, that budget would not ensure that all students had sufficient support. For a
system geared to the financial independence of students, which offers them all the same assistance
irrespective of their family income, has to raise amounts of support to the point at which they cover all
student living costs.

D. EQUAL ACCESS AND SOCIAL MOBILITY

As discussed in Part I, chapter 2, the principle of equal access is a basic principle underlying all
student financial support systems. In all countries, it has crystallised into the aim of removing financial
barriers facing young people of sufficient ability who want to study. In some of them, it is more
ambitious. Here, the goal is to ensure socially balanced enrolment in higher education. In concrete
terms, this means attaining similar participation rates for young people from all social backgrounds.
Depending on the country, reference is made to the fight against élitism, or on behalf of social mobility.
In either case, the idea is the same — that of removing not only financial impediments, but also the
psychological barriers faced by students from underprivileged social milieux.

Changes in the participation rates of students from different social backgrounds are a useful indicator for
measuring whether these barriers have indeed been dismantled and the desired objective achieved.
Countries moving towards greater social mobility via their financial support systems have made a point
of monitoring these trends. But countries in which the aim is primarily to remove the financial obstacles
also possess data on participation rate trends with respect to social background, so it is interesting to
compare these various national evaluations. It will enable a basic question to be answered: do
essentially financial measures contribute to the removal of psychological barriers to entry into higher
education? And, if so, is this more likely to occur in some circumstances than in others?

Despite the fact that, in the last 30 years, all European Union and EFTA/EEA countries have markedly
increased their student population, this has not gone hand in hand with a significant decrease in
unequal access to higher education’.

However, acknowledgement of this fact should not lead to rejection of student financial support
systems. Indeed, in all countries, they have unquestionably, in one way or another, given rise to an
increase in participation rates among the population as a whole. Such systems have thus enabled
students from disadvantaged backgrounds to embark on higher education in a way that would not
have been possible otherwise. This section will examine how different national circumstances may
help to explain this situation, showing that its interpretation will not be the same in all cases.

The imbalance in participation rates is the result of a twofold social selection mechanism. The first
stage occurs at the lower levels of the education system. The more these levels are socially selective,
the more the progress of children from disadvantaged social backgrounds will be thwarted from
secondary school onwards. The second stage is at the point of registration for higher education:
among students who have satisfactorily completed upper secondary education, with the qualifications
to embark on higher education, those from disadvantaged backgrounds will be proportionally fewer in
number.

Most countries have sought to limit the first stage of social selection. By altering school structures,
they have enabled young people from underprivileged backgrounds to reach the level of ability needed
to enter higher education. This first move seems all-important.

® For more detailed information on this point, readers should refer to the indicator F19 shown and discussed in the report Key
Data on Education in the European Union 1997 published by the European Commission (Luxembourg, Office for Official

Publications of the European Communities), 1998.
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As regards the second stage of selection — registration for higher education — inequalities between
men and women have been largely reduced in most countries. By contrast, there are still
conspicuously dissimilar participation rates with respect to social background and, more particularly, to
the level of education of parents.

Among countries aiming primarily to remove financial barriers to access, Belgium is one in which
participation rates do not seem to reflect more balanced representation in higher education. However,
it should be emphasised that, in this country, amounts earmarked for financial support to students from
poor families have declined sharply in the last ten years. In Spain, on the other hand, changes in
participation rates have been accompanied by a lessening of differences between the social milieux in
access to higher education. However, this trend has no doubt been due more to greater public
investment in higher education, which has markedly brought down tuition fees, than to arrangements
for student financial support. In France, differences have been noted in the length of the courses
chosen. Young people from wealthier backgrounds enrol for longer courses, while those from
disadvantaged groups prefer shorter ones.

Only two of the available surveys point to a steady decline in unbalanced enrolment. These results
come from Ireland and Sweden, in which social mobility is a top priority. In Ireland, the student
population has shot up in the last 20 years. Although there are still big differences in participation rates
with respect to social background, the imbalance in enrolments has been reduced. In Sweden, the
social profile of student participation in higher education has changed in the last 30 years: 40% of
students say they would not have enrolled without financial support. The support system has therefore
contributed to reducing unequal access.

In the Netherlands, the participation of students from disadvantaged backgrounds has also risen more
than that of students in general. However, a direct relation between this trend and developments
regarding financial support to students has not been conclusively demonstrated.

Denmark is doubtless the country in which the State has invested the most in financial support to
students, by offering the majority of them a combination of grants and loans, in which the grant share
is substantial. The responsibility assumed by the State vis-a-vis young people, with regard to both the
cost of education and the cost of living, is considerable. Furthermore, the support system has long
been considered a mechanism for encouraging young people from disadvantaged social backgrounds
to enter higher education. However, the findings of studies in this country justify less optimism
regarding the ability of the financial support system to eliminate unequal access at this level. For it
does not seem possible to establish a direct relation between the level of support and the participation
rates of poorer social groups. At present, students from these groups remain under-represented, while
the parental contribution to their cost of living is minimal. In spite of the virtual abolition of financial
obstacles, barriers of a psychological nature are obviously still important. Certain aspects of social
circumstances in this country partly account for the significance of these impediments. For Denmark is
not one of those countries in which studying is an attractive proposition as the only means to social
advancement. The fairly high unemployment benefits there may prove more enticing than a student
grant, especially for young people from social milieux in which going on to higher education is not
traditionally the norm. This phenomenon is probably further accentuated by the fact that the
professional gain in earnings attributable to possession of a degree is relatively unspectacular. As in
the Nordic countries generally, the differences between the incomes of the most highly qualified
graduates and others, are less marked than elsewhere in the European Union. The current debate in
Finland about making study more worthwhile without raising grant amounts represents an attempt to
solve a similar problem. Here, the intention is to withhold unemployment benefits from younﬁ people
who do not want to study. A change in the outlook of young people vis-a-vis continuation of their
education and training may emerge as a result of this measure in a few years. In Iceland, increasing
calls from graduates for higher salaries are part of the same issue. In their view, the individual effort
invested in study should be reflected in gEe_z;\t‘er differences between the earnings of graduates and
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those without a degree. Once again, this analysis shows that any interpretation or evaluation of a
given situation is not possible without taking account of other variables defining the political and socio-
economic context.

ltaly is also one of several countries that has long sought to overcome élitism in higher education. At
the outset, virtually free access was regarded as a means of achieving this aim. From that standpoint,
the conclusions reached at the start of the 1990s were depressing: 90% of students were from
wealthier social groups. However, virtually free higher education and catering for all were the only
measures introduced with the above objective in mind. The economic situation was such that, until
very recently, grant support was almost negligible in terms of both the number of recipients and the
amounts awarded. Because of economic restrictions also, merit long remained a criterion for the
award of student grants to the least well-off. This major psychological barrier for poorer social groups
has just been abolished. The context here demonstrates how virtually free courses cannot, on their
own, make higher education seem more worthwhile for young people from disadvantaged
backgrounds, particularly when its possible attractiveness is blunted by tying the award of grants to
merit at the point of access. Some years will be necessary to determine how measures recently
introduced in this country (income-linked tuition fees, abolition of entry based on final secondary
school results, reduction of services for all, and increased grant amounts) will help lessen the effect of
social selection on enrolment in its higher education system.

Finally, it is often stated that the introduction of financial support in the form of loans may inhibit
progress towards respect for the principle of equal access, in so far as young people from
disadvantaged backgrounds are those who most fear debt. However no in-depth study on this subject
is available.



CONTEXTUAL ANALYSIS

E. PORTABLE FORMS OF SUPPORT

Today, with the internationalisation of study opportunities, student mobility is expanding. its radical
impact is not limited solely to academic calendars, curricular structure and academic recognition. It is
also raising the question whether students can retain entitiement to support when they study abroad
and, conversely, whether incoming foreign students can benefit from the provisions of a particular
national system.

As Chapters 5 and 6 in Part | made clear, consideration of this issue is still at a very early stage if one
discounts tiny countries in which study abroad has become a long-standing tradition. Yet it can no
longer be overlooked. The political response to mobility must be built on a concern for consistency and
cooperation. It will also depend on better knowledge and understanding of the way in which various
countries organise their support at national level.

In current debate on loans, the question of graduates working outside their own country is linked to the
terms governing their loan repayments. For when annual repayment amounts are income-linked — the
method most commonly advocated for ensuring that excessive debt is not incurred — it appears difficult
to implement the procedures correctly, or even keep proper track of individual cases, once graduates
are employed abroad.

The professional qualifications required in the world of work, as well as the skills needed to belong to
the social and cultural mainstream of modern society, are assuming increasing importance. Quite
clearly, therefore, needs in regard to training will only become more extensive. In the last few decades,
higher education has experienced several revolutions in terms of participation, methods of
administration and course management. As the concept of lifelong education develops, demand is set
to grow still further, with yet greater pressure on higher education to satisfy it. For this reason, no
doubt, the egalitarian principle has always remained a central feature of the educational systems of
European societies. It can only become stronger. Iin order to achieve this aim and improve education
and training for all citizens, politicians are constantly faced with the task of resolving ongoing tensions
in an appropriate balance between the state and personal contributions to higher education.

All the analyses in this study have shown that how this tension is resoived varies from one national
context to the next. In its wealth of information on student support in various countries, as well as the
development of their systems over the past 30 years, the study seeks to provide the data needed for
further deliberation on the part of everyone involved in furthering access to higher education for all
citizens. The study can in no way claim to elucidate all relevant problems underlying the subject it has
addressed. But it will have achieved its aim if it enriches mutual understanding and fuels debate on
this whole major issue.
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